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TECHNICAL AMENDMENTS IN NATIONAL BANK LAWS 


Juty 21, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Spence, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany H.R. 8159] 


The Committee on Banking and Currency, to whom was referred 
the bill (H.R. 8159) to amend the national banking laws to clarify or 
eliminate ambiguities, to repeal certain laws which have become 
obsolete, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF BILL 


H.R. 8159 is designed primarily to repeal various obsolete provisions 
of the national banking laws, to clarify and eliminate existing ambi- 
guities, and to add new authority relating to (1) change of location 
of national banks, (2) liabilities of national banks to the Federal 
Deposit Insurance Corporation, (3) length of time within which 
national banks must furnish condition reports, (4) declaration of 
dividends of national banks, (5) receipt of deposits by corporations 
not examined and regulated, and (6) use of word “national’’ in title 
of national banks. The bill would have no impact on the Federal 
budget, inasmuch as the expenses incurred by the Comptroller of the 
Currency in supervising national banks are obtained by assessment 
against the enko supervised. 


HISTORY OF BILL 


H.R. 8159 supersedes H.R. 6093, introduced by Hon. Paul Brown. 
Subcommittee No. 2 of the Banking and Currency Committee (Hon. 
Paul Brown, chairman) held hearings on the legislation on May 26 
and 27, 1959. The subcommittee agreed to several amendments to 
H.R. 6093, which were incorporated in a clean bill, H.R. 8159, which 
was also introduced by Mr. Brown, and is herewith reported without 
amendment by the full committee. 
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OBSOLETE PROVISIONS REPEALED 


The first section of H.R. 8159 would repeal obsolete references to 
the Home Owners’ Loan Corporation contained in Revised Statutes 
5136 (12 U.S.C. 24) and section 23A of the Federal Reserve Act 
(12 U.S.C. 371c). The Home Owners’ Loan Corporation was dis- 
solved and abolished by the act of June 30, 1953 (67 Stat. 126). 
All bonds of the Corporation were retired on January 27, 1950. 

Sections 2, 4, and 5 would repeal permissive authority for national 
banks to open for business when 50 percent of the capital stock has 
been paid in, and would repeal requirements relating to the payment 
of the additional 50 percent of capital. These provisions are obsolete 
because since at least 1935 it has been the practice of the Comptroller 
of the Currency to require that 100 percent of the capital stock of all 
newly organized national banks must be paid in before being author- 
ized to commence business. 

Section 6 would repeal section 1 of the act of May 1, 1886 (12 
U.S.C. 58), pertaining to increases of capital stock by national banks. 
The substance of the repealed provision has been incorporated in 
section 5142 of the Revised Statutes (12 U.S.C. 57), thereby rendering 
it obsolete. 

Sections 7, 8, 16, and 17 repeal various provisions of national 
banking laws pertaining to double liability of shareholders of national 
banks. Section 22 of the Banking Act of 1933, as amended by section 
304 of the Banking Act of 1935, and subsequently by section 2 of the 
act of May 18, 1953 (12 U.S.C. 64a), abolished the additional liability 
imposed upon shareholders in national banks, thereby rendering 
obsolete the provisions of law pertaining to double liability. 

Section 24 repeals provisions of title II of the Agricultural Credits 
Act of 1923, authorizing the establishment of national agricultural 
credit corporations. Only three such corporations were formed under 
this act and the last one was liquidated in 1938. Under section 77 of 
the Banking Act of 1933 no national agricultural credit corporation 
may now be formed. Therefore, these provisions of law are obsolete. 


AMBIGUITIES CLARIFIED OR ELIMINATED 


Section 9 solves a problem that arises now when the day fixed in 
the articles of association for the annual meeting of the shareholders 
falls on a legal holiday in the State in which the bank is located. The 
statute will provide that under such circumstances the meeting shall 
be held on the next following banking day. Heretofore the practice 
has been for a brief shareholders’ meeting to be held at which no busi- 
ness is transacted but the meeting is adjourned until some subsequent 
date and the directors are elected at that subsequent meeting. Enact- 
ment of this clarifying statute will eliminate this problem for the future. 

Section 13 would specify how the articles of association of national 
banks may be amended. There is no provision of existing law dealing 
with this matter and enactment of this section will eliminate doubt 
as to the proper procedure to be followed. 

Section 14 sets forth the areas in which the national banking laws 
apply. In conformity with sections 40 and 41 of title 12 of the United 
States Code it covers the Virgin Islands and Guam. It also covers all 
other Territories and possessions of the United States, expressly in- 
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cluding the Commonwealth of Puerto Rico, as well as the several States 
and the District of Columbia. While it has always been assumed that 
the national banking laws extended throughout the United States and 
all of its possessions, enactment of this section will eliminate any doubt 
on this score. 

Section 15 provides that if a liquidation of a national bank is to be 
effected through the sale of any of its assets to another bank in con- 
sideration of an assumption of its liabilities, the approval of the pur- 
chase and sale agreement by shareholders owning two-thirds of the 
bank’s stock must be obtained. While the voluntary liquidation 
must be so approved under existing law, and while it has been the 
policy of the Comptroller of the Currency to require that the share- 
holders also approve the purchase and sale agreement, it is believed 
that there See be a statutory requirement of such approval. The 
Comptroller of the Currency may waive this requirement for share- 
holder approval if an emergency exists. 

Section 18 would amend the present laws pertaining to receiverships 
of national banks to transfer from the Comptroller of the Currency to 
the Federal Deposit Insurance Corporation specified functions in con- 
nection with national bank receiverships, where the Federal Deposit 
Insurance Corporation has been appointed receiver. Section 11(c) of 
the Federal Deposit Insurance Act of 1950 (12 U.S.C. 1821) requires 
the Comptroller of the Currency to appoint the Federal Deposit 
Insurance Corporation as receiver of any insured national bank which 
is placed in receivership. Since the Comptroller does not supervise 
or direct the actions of the Federal Deposit Insurance Corporation 
as receiver of an insured national bank, the bill would transfer the 
supervising duties of the Comptroller to the Federal Deposit Insurance 
Corporation. 

Section 19 would clarify the conditions under which the Acting 
Comptroller of the Currency shall serve as a member of the Board of 
Directors of the Federal Deposit Insurance Corporation in the place 
of the Comptroller. Existing law provides that in the event of a 
vacancy in the Office of the Comptroller of the Currency, or during 
the absence of the Comptroller from Washington, the Acting Comp- 
troller of the Currency shall serve. However, there have been times 
when the Comptroller of the Currency was incapacitated and doubts 
have arisen as to the authority of the Acting Comptroller at such 
times to act as a member of the Board of Directors. These doubts 
would be eliminated by providing that, in the event of a vacancy in 
the Office of the Comptroller or during the absence or disability of the 
Comptroller, the Acting Comptroller of the Currency shall serve as a 
‘cea of the Board of Directors. 

Section 20 would reenact the existing statutes on consolidations 
and mergers of national banks and of State banks with national banks 
in order to make uniform their provisions, and to clarify and eliminate 
existing ambiguities. It would eliminate unjustified differences in 
legal requirements under the various statutes such as the require- 
ments for publication, the requirements of notice of shareholders’ 
meetings, the waiving of such notice, the procedure to be followed in 
determining dissenters’ rights, and the payment for the expense of 
appraisal or reappraisal made by the Comptroller of the Currency. 
It would also clarify existing ambiguities as to how long a dissenting 
shareholder may delay before proceeding with an appraisal, the time 
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within which a dissenter’s stock must be surrendered, the length of 
time which must elapse before the Comptroller can be asked to make 
a reappraisal, and the disposition of the stock of dissenters. 

Section 21(a) would provide expressly for the declaration of quar- 
terly dividends by national banks. While the Comptroller of the 
Currency has interpreted existing law to permit the declaration of 

uarterly dividends, enactment of this section will eliminate any 
doubt as to the right of national banks to declare dividends quarterly 
(assuming, of course, that other requirements of law are satisfied). 


NEW AUTHORITY ADDED 


Section 3 would add a provision re the approval of the 
Comptroller of the Currency before a national bank may change the 
location of its main office within the limitations of the city, town, or 
village in which it is situated. Existing law requires the approval of 
the Remniteolet if a bank desires to change its location to another 
location outside the city, town, or village in which it is located, but 
there is no provision requiring the Comptroller’s approval for a 
change within the city. Since a change in location of a bank may be a 
matter of importance to the community, and since the Comptroller 
must approve any change of location of a branch, he should have the 
der vie to approve changes of location of the main office within 
the city. 

Section 10 would exempt from section 5202 of the Revised Statutes 
(12 U.S.C. 82), which limits the permissible amount of liabilities of 
national banks, liabilities incurred under the provisions of the Fed- 
eral Deposit Insurance Act. This provision would be substituted for 
an obsolete provision relating to liabilities incurred under the pro- 
visions of the Reconstruction Finance Corporation Act. The Federal 
Deposit Insurance Corporation is now authorized to make loans to 
banks to reduce risks or avert threatened losses to FDIC. The 
amendment would eliminate a possible obstacle to the effective use of 
such loans. For many years such loans were covered under the ex- 
emption for liabilities incurred under the Federal Reserve Act. In 
1950, however, the Federal deposit insurance law was removed from 
the Federal Reserve Act and enacted as a separate law. The amend- 
ment in section 10 reflects this action, by exempting liabilities in- 
curred under the separate Federal Deposit Insurance Act. 

Section 11 would change from 5 to 10 days the time within which 
national banks must furnish to the Comptroller reports of condition 
after he has issued a call therefor. The 5 days allotted by existing 
law has proven too short a time to enable many banks to compile the 
necessary data. 

Section 21 would require the Comptroller’s approval before a 
national bank may declare dividends in any calendar year that exceed 
the total of its net profits of that year combined with its retained net 
profits of the ate ian 2 years. The purpose of this section is to 
prevent excessive dividends to shareholders where such payments 
would result in the dissipation of needed capital funds. It is not 
anticipated that it will interfere in any measure with the normal 
dividend policies of national banks. A conforming amendment to 
section 9 of the Federal Reserve Act would require that State member 
banks of the Federal Reserve System comply with this new provision 
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of law (except that in such cases approval of the Federal Reserve 
Board would be required). 

Section 22 would repeal the existing requirement that national 
banks make reports to the Comptroller of the Currency within 10 days 
after declaring dividends. It adds to the existing provision of law 
on reports by national banks a specific authorization for the Comp- 
troller to require reports of dividend payments. This conforms to 
the existing practice of requiring a report of earnings and dividends 
of each national bank every 6 months, which makes unnecessary a 
separate report when dividends are declared. Specific authority is 
also given the Comptroller to require advance reports of proposed 
dividends in such cases and under such conditions as he deems neces- 
sary to carry out the national bank laws. 

Section 23 would prohibit any firm from receiving deposits unless 
it is subject to examination and regulation by State or Federal 
authority. This amendment arises out of a situation which recently 
came to light in which a corporation was licensed by a State and 
authorized to receive deposits, but was not subjected to examination 
and regulation. The corporation subsequently became bankrupt 
with loss to the depositors. 

Section 25 would expressly require that the name of every national 
bank shall include the word “‘national.”” While it has been the con- 
sistent policy of the Comptroller of the Currency to so require, it is 
believed that this requirement should be made statutory. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


REVISED STATUTES OF THE UNITED STATES 


Sec. 5134. The persons uniting to form such an association shall, 
under their hands, make an organization certificate, which shall 
specifically state: 

First. The name assumed by such association; which name shall 
include the word ‘“‘national’”’ and be subject to the approval of the Comp- 
troller of the Currency. 

Second. The place where its operations of discount and deposit are 
to be carried on, designating the State, Territory, or district, and the 
particular county and city, town, or village. 

Third. The amount of capital stock and the number of shares into 
which the same is to be divided. 

Fourth. The names and places of residence of the shareholders and 
the number of shares held by each of them. 

Fifth. The fact that the certificate is made to enable such person 


to avail themselves of the advantages of this Title. 
*” * * * *« * + 


Src. 5136. Upon duly making and filing articles of association 


and an organization certificate, the association shall become, as from 
the date of the execution of its organization certificate, a body cor- 
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porate, and as such, and in the name designated in the organization 
certificate, it shall have power— 


* . * * * * * 


Seventh. To exercise by its board of directors or duly authorized 
officers or agents, subject to law, all such incidental powers as shall be 
necessary to carry on the business of banking; by discounting and 
negotiating promissory notes, drafts, bills of exchange, and other 
evidences of debt; by receiving deposits; by buying and selling ex- 
change, coin, and bullion by loaning money on personal security; and 
by obtaining, issuing, and circulating notes according to the provisions 
of this title. The business of dealing in securities and stock by the as- 
sociation shall be limited to purchasing and selling such securities and 
stock without recourse, solely upon the order, and for the account of 
customers, and in no case for its own account, and the association 
shall not underwrite any issue of securities or stock: Provided, That 
the association may purchase for its own account investment securities 
under such limitations and restrictions as the Comptroller of the Cur- 
rency may by regulation prescribe. In no event shall the total amount 
of the investment securities of any one obligor or maker, held by the 
association for its own account, exceed at any time 10 per centum of 
its capital stock actually paid in and unimpaired and 10 per centum of 
its unimpaired surplus fund, except that this limitation shall not re- 
quire any association to dispose of any securities lawfully held by it 
on the date of enactment of the Banking Act of 1935. As used in this 
section the term “investment securities” shall mean marketable obliga- 
tions evidencing indebtedness of any person, copartnership, associa- 
tion, or corporation in the form of bonds, notes and/or debentures com- 
monly known as investment securities under such further definition of 
the term “investment securities” as may by regulation be prescribed 
by the Comptroller of the Currency. Except as hereinafter provided 
or otherwise permitted by law, nothing herein contained shall au- 
thorize the purchase by the association for its own account of any 
shares of stock of any corporation. The limitations and restrictions 
herein contained as to dealing in, underwriting and purchasing for its 
own account, investment securities shall not apply to obligations of 
the United States, or general obligations of any State or of any politi- 
cal subdivision thereof, or obligations issued under authority of the 
Federal Farm Loan Act, as amended, or issued by the thirteen banks 
for cooperatives or any of them or the Federal Home Loan Banks [or 
the Home Owners’ Loan Corporation], or obligations which are in- 
sured by the Federal Housing Administrator pursuant to section 207 
of the National Housing Act, if the debentures to be issued in payment 
of such insured obligations are guaranteed as to principal and interest 
by the United States, or obligations of the Federal National Mort- 

age Association, or such obligations of any local public agency (as 
Sefned in section 110 (h) of the Housing Act of 1949) as are 
secured by an agreement between the local public agency and the 
Housing and Home Finance Administrator in which the local public 
agency agrees to borrow from said Administrator, and said Adminis- 
trator agrees to lend to said local public agency, prior to the maturity 
of such obligations (which obligations shall have a maturity of not 
more than eighteen months), monies in an amount which (together 
with any other monies irrevocably committed to;the payment of inter- 
est on such obligations) will suffice to pay the principal of such obliga- 
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tions with interest to maturity thereon, which monies under the terms 
of said agreement are required to be used for the purpose of paying 
the principal of and the interest on such obligations at their maturity, 
or such obligations of a public housing agency (as defined in the 
United States Housing Act of 1937, as amended) as are secured either 
(1) by an agreement between the public housing agency and the 
Public Housing Administration in which the public housing agency 
agrees to borrow from the Public Housing Administration, and the 
Public Housing Administration agrees to lend to the public housing 
agency, prior to the maturity of such obligations (which obligations 
shall have a maturity of not more than eighteen months), monies in 
an amount which (together with any other monies irrevocably com- 
mitted to the payment of interest on such obligations) will suffice to 
pay the principal of such obligations with interest to maturity thereon, 
which monies under the terms of said agreement are required to be 
used for the purpose of paying the principal of and the interest on 
such obligations at their maturity, or (2) by a pledge of annual con- 
tributions under an annual contributions contract between such public 
housing agency and the Public Housing Administration if such con- 
tract shall contain the covenant by the Public Housing Administration 
which is authorized by subsection (b) of section 22 of the United 
States Housing Act of 1937, as amended, and if the maximum sum 
and the maximum period specified in such contract pursuant to said 
subsection 22 (b) shall not be less than the annual amount and the 
period for payment which are requisite to provide for the payment 
when due of all installments of principal and interest on such obliga- 
tions: Provided, That in carrying on the business commonly known as 
the safe-deposit business the association shall not invest in the capital 
stock of a corporation organized under the law of any State to con- 
duct a safe-deposit business in an amount in excess of 15 per centum 
of the capital stock of the association actually paid in and unimpaired 
and 15 per centum of its unimpaired surplus. The limitations and 
restrictions herein contained as to dealing in and underwriting invest- 
ment securities shall not apply to obligations issued by the Interna- 
tional Bank for Reconstruction and Development which are at the time 
eligible for purchase by a national bank for its own account: Provided, 
That no association shall hold obligations issued by said bank as a re- 
sult of underwriting, dealing, or purchasing for its own account (and 
for this purpose obligations as to which it is under commitment shall be 
deemed to be held by it) in a total amount exceeding at any one time 
10 per centum of its capital stock actually paid in and unimpaired and 
10 per centum of its unimpaired surplus fund. 
x * * * Ok om” * 


[Sxc. 5140. At least fifty per centum of the capital stock of every 
association shall be paid in before it shall be authorized to commence 
business; and the remainder of the capital stock of such association 
shall be paid in installments of at least ten per centum each, on the 
whole amount of the capital, as frequently as one installment at the 
end of each succeeding month from the time it shall be authorized by 
the Comptroller of the Currency to commence business; and the pay- 
ment of each installment shall o certified to the Comptroller, under 
oath, by the president or cashier of the association. ] 
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Sec. 5140. All of the capital stock of every national banking associa- 
tion shall be paid in before it shal! be authorized to commence business. 

([Sec. 5141. Whenever any shareholder, or his assignee, fails to 
pay any installment on the stock when the same is required by the 
preceding section to be paid, the directors of such association may 
sell the stock of such delinquent shareholder at public auction, having 
given three weeks’ previous notice thereof in a newspaper published 
and of general circulation in the city or county where the association 
is located, or if no newspaper is published in said city or county, then 
in a newspaper published nearest thereto, to any person who will pay 
the highest price therefor, to be not less than the amount then due 
thereon, with the expenses of advertisement and sale; and the excess, 
if any, shall be paid to the delinquent shareholder. If no bidder can 
be found who will pay for such stock the amount due thereon to the 
association, and the cost of advertisement and sale, the amount pre- 
viously paid shall be forfeited to the association, and such stock shall 
be sold as the directors may order, within six months from the time 
of such forfeiture, and if not sold it shall be cancelled and deducted 
from the capital stock of the association. If any such cancellation 
and reduction shall reduce the capital of the association below the 
minimum of capital required by law, the capital stock shall, within 
thirty days from the date of such cancellation, be increased to the 
required amount; in default of which a receiver may be appointed, 
according to the provisions of section fifty-two hundred and thirty- 
four, to close up the business of the association. ] 

* * * * * * * 


[Sec. 5149. If, from any cause, an election of directors is not made 
at the time appointed, the association shall not for that cause be 
dissolved, but an election may be held on any subsequent day, thirty 
days’ notice thereof in all cases having been given in a newspaper 

ublished in the city, town, or county in which the association is 
(ousted: and if no newspaper is published in such city, town, or county, 
such notice shall be published in a newspaper published nearest 
thereto. If the articles of association do not fix the day on which the 
election shall be held, or if no election is held on the day fixed, the 
day for the election shall be designated by the board of directors in 
their by-laws, or otherwise; or if the directors fail to fix the day, 
shareholders representing two-thirds of the shares may do so.] 

Sec. 5149. When the day fixed in the articles of association for the 
regwar annual meeting of the shareholders falls on a legal holiday in the 
State in which the bank 18 located, the shareholders meeting shall be held, 
and the directors elected, on the next following banking day. If, from 
any cause, an election of directors is not made on the day fixed, or in the 
event of a legal holiday, on the next following banking day, an election 
may be held on any subsequent day within sixty days of the day fixed, to 
be designated by the board of directors, or, if the directors fail to fir the 
day, by shareholders representing two-thirds of the shares, at least ten 
days’ notice thereof in all cases having been given by first-class mail to 
the shareholders. 


* * * * * * *” 

Src. 5151. The shareholders of every national banking association 
shall be held individually responsible, equally and ratably, and not 
one for another, for all contracts, debts, and engagements of such 
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association, to the extent of the amount of their stock therein, at the 
par value thereof, in addition to the amount invested in such shares; 
except that shareholders of any banking association now existin 

under State laws, having not less than five millions of dollars of capita 
actually paid in, and a surplus of twenty per centum on hand, both 
to be determined by the Comptroller of the Currency, shall be liable 
only to the amount invested in their shares; and such surplus of twenty 
per centum shall be kept undiminished, and be in addition to the sur- 
plus provided for in this Title; and if at any time there is a deficiency 
in such surplus of twenty per centum, such association shall not pay 
any dividends to its shareholders until the deficiency is made good; 
and in case of such deficiency, the Comptroller of the Currency may 
compel the association to close its business and wind up its affairs 
under the provisions of Chapter four of this Title.] 

* * * * * * a 


Sec. 5168. Whenever a certificate is transmitted to the Comp- 
troller of the Currency, as provided in this Title, and the association 
transmitting the same notifies the Comptroller that [at least fifty 
per centum J all of its capital stock has been duly paid in, and that 
such association has complied with all the provisions of this Title 
required to be complied with before an association shall be authorized 
to commence the business of banking, the Comptroller shall examine 
into the condition of such association, ascertain especially the amount 
of money paid in on account of its capital, the name and place of 
residence of each of its directors, and the amount of the capital stock 
of which each is the owner in good faith, and generally whether such 
association has complied with all the provisions of this Title required 
to entitle it to engage in the business of banking; and shall cause to be 
made and attested by the oaths of a majority of the directors, and by 
the president or cashier of the association, a statement of all the facts 
necessary to enable the Comptroller to determine whether the associa- 
tion is lawfully entitled to commence the business of banking. 

* * * * * 


os 

- saa 5199. The directors of any association may, semiannually, 
declare a dividend of so much of the net profits of the association as 
they shall judge expedient; but each association shall, before the decla- 
ration of a dividend on its shares of common stock, carrying not less 
than one-tenth part of its net profits of the preceding half year to its 
surplus fund until the same shall equal the amount of its common 
capital: Provided, That for the purposes of this section, any amounts 
paid into a fund for the retirement of any preferred stock of any such 
association out of its net earnings for aah half-year period shall be 
deemed to be an addition to its surplus fund if, upon the retirement 
of such preferred stock, the amounts so paid into such retirement fund 
for such period may then properly be carried to surplus. In any such 
case the association shall be obligated to transfer to surplus the 
amounts so paid into such retirement fund for such period on account 
of the preferred stock as such stock is retired. ] 

Sec, 5199. (a) The directors of any national banking association 
may, quarterly, semiannually or annually, declare a dividend of so much 
of the net profits of the association as they shall judge expedient, except 
that until the surplus fund of such association shall equal its common 
capital, no dividends shall be declared unless there has been carried to 
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the surplus fund not less than one-tenth part of the association’s net 
profits of the preceding half year in the case of quarterly or semiannual 
dividends, or not less than one-tenth part of its net profits of the preceding 
two consecutive half-year periods in the case of annual dividends: Pro- 
vided, That for the purposes of this section, any amounts paid into a 
fund for the retirement of any preferred stock of any such association out 
of its net profits for such period or periods shall be deemed to be additions 
to its surplus fund if, upon the retirement of such preferred stock, the 
amounts so paid into such retirement fund may then properly be carried 
to surplus. In any such case the association shall be obliged to transfer 
to surplus the amounts so paid into such retirement fund on account of 
the eres stock as such stock is retired. 

(6) The approval of the Comptroller of the Currency shall be required 
if the total of all dividends declared by such association in any calendar 
year shall exceed the total of its net profits of that year combined with its 
retained net profits of the preceding two years, less any required transfers 
to surplus or a fund for the retirement of any preferred stock. 

(c) For the purpose of this section the term ‘‘net profits”? shall mean the 
remainder of all earnings from current operations plus actual recoveries 
on loans and investments and other assets, after deducting from the total 
thereof all current operating expenses, actual losses, accrued dividends 
on preferred stock, if any, and all Federal and State tazes. 

* * * * * * * 


Sec. 5202. No national banking association shall at any time be 
indebted, or in any way liable, to an amount exceeding the amount of 
its capital stock at such time actually paid in and remaining un- 
diminished by losses or otherwise, except on account of demands of 
the nature following: 

First. Notes of circulation. 

Second. Moneys deposited with or collected by the association. 

Third. Bills of. exchange or drafts drawn against money actually 
on deposit to the credit of the association, or due thereto. 

Fourth. Liabilities to the stockholders of the association for divi- 
dends and reserve profits. 

Fifth. Liabilities incurred under the provisions of the Federal 
Reserve Act. 

Sixth. Liabilities incurred under the provisions of the [Reconstruc- 
tion Finance Corporation Act] Federal Deposit Insurance Act. 

Seventh. Liabilities created by the endorsement of accepted bills of 
exchange payable abroad actually owned by the endorsing bank and 
discounted at home or abroad. 

Eighth. Liabilities incurred under the provisions of section 202 of 
Title II of the Federal Farm Loan Act, approved July 17, 1916, as 
amended by the Agricultural Credits Act of 1923. 

Ninth. Liabilities incurred on account of loans made with the 
express approval of the Comptroller of the Currency under paragraph 
(9) of section 5200 of the Revised Statutes, as amended. 

Tenth. Liabilities incurred under the provisions of section 13b of 
the Federal Reserve Act. 


* * * 7” * * * 
Sec. 5211. Every association shall make to the Comptroller of the 


Currency not less than three reports during each year, according to 
the form which may be prescribed by him, verified by the oath or 
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affirmation of the president, or of the cashier, or of a vice president, 
or of an assistant cashier of the association designated by its board of 
directors, to verify such reports in the absence of the president and 
cashier, taken before a notary public properly authorized and com- 
missioned by the State in which such notary resides and the associa- 
tion is located, or any other officer having an official seal, authorized 
in such State to administer oaths, and attested by the signature of at 
least three of the directors. Each such report shall exhibit, in detail 
and under appropriate heads, the resources and liabilities of the asso- 
ciation at the close of business on any past day by him specified, and 
shall be transmitted to the Comptroller within [five] ten days after 
the receipt of a request or requisition therefor from him; and the state- 
ment of resources and liabilities, together with acknowledgement and 
attestation in the same form in which it is made to the Comptroller, 
shall be published in a newspaper published in the place where such 
association is established, or if there is no newspaper in the place, 
then in the one published nearest thereto in the same county, at the 
expense of the association; and such proof of publication shall be 
furnished as may be required by the Comptroller. Every national 
bank shall make to the Comptroller reports of the payment of dividends, 
including advance reports of dividends proposed to be declared or paid in 
such cases and under such conditions as the Comptroller deems necessary 
to carry out the purposes of the laws relating to national banks, in such 
form and at such times as he may require. ‘The Comptroller shall also 
have power to call for special reports from any particular association 
whenever in his judgment the same are necessary in order to obtain 
a full and complete knowledge of its condition. 

Each national banking association shall obtain from each of its 
affiliates other than member banks and furnish to the Comptroller of 
the Currency not less than three reports during each year, in such form 
as the Comptroller may prescribe, verified by oath or affirmation of 
the president or such other officer as may be designated by the board 
of directors of such affiliate to verify such reports, disclosing the infor- 
mation hereinafter provided for as of dates identical with those for 
which the Com ol shall during such year require the reports of 
the condition of the association. For the purpose of this section the 
term “affiliate” shall include holding company affiliates as well as 
other affiliates. Each such report of an affiliate shall be transmitted 
to the Comptroller at the same time as the corresponding report of 
the association, except that the Comptroller may, in his discretion, 
extend such time for good cause shown. Each such report shall con- 
tain such information as in the judgment of the Comptroller of the 
Currency shall be necessary to disclose fully the relations between 
such affiliate and such bank and to enable the Comptroller to inform 
himself as to the effect of such relations upon the affairs of such bank. 
The reports of such affiliates shall be published by the association 
under the same conditions as govern its own condition reports. The 
Comptroller shall also have power to call for additional reports with 
respect to any such affiliate whenever in his judgment the same are 
necessary in order to obtain a full and complete knowledge of the 
conditions of the association with which it is affiliated. Such addi- 
tional reports shall be transmitted to the Comptroller of the Currency 
in such form as he may prescribe. Any such affiliated bank which 
fails to obtain and furnish any report required under this section shall 
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be subject to a penalty of $100 for each day during which such failure 
continues. 

(Sec. 5212. In addition to the reports required by the preceding 
section, each association shall report to the Comptroller of the Cur- 
rency, within ten days after declaring any dividend, the amount of 
such dividend, and the amount of net earnings in excess of such divi- 
dend. Such reports shall be attested by the oath of the president or 
cashier of the association. ] 

Sec. 5213. Every association which fails to make and transmit any 
report required under [either of the two preceding —— section 
§211 of the Revised Statutes shall be subject to a penalty of one hundred 
dollars for each day after the periods, respectively, therein mentioned, 
that it delays to make and transmit its report. Whenever any asso- 
ciation delays or refuses to pay the penalty herein imposed, after it 
has been assessed by the Comptroller of the Currency, the amount 
thereof may be retained by the Treasurer of the United States, upon 
the order of the Comptroller of the Currency, out of the interest, as it 
may become due to the association, on the bonds deposited with him 
to secure circulation. All sums of money collected for penalties under 
this section shall be paid into the Treasury of the United States. 


* * * * * * * 


Src. 5220. Any association may go into liquidation and be closed 
by the vote of its shareholders owning two-thirds of its stock. Jf the 
liquidation is to be effected in whole or in part through the sale of any of 
its assets to and the assumption of its deposit liabilities by another bank, 
the purchase and sale agreement must also be approved by its shareholders 
owning two-thirds of its stock unless an emergency exists and the Comp- 
troller of the Currency specifically waives such requirement for share- 
holder approval. 

The shareholders shall designate one or more persons to act as 
liquidating agent or committee, who shall conduct the liquidation in 
accordance with law and under the supervision of the board of direc- 
tors, who shall require a suitable bond to be given by said agent or 
committee. The liquidating agent or committee shall render annual 
reports to the Comptroller of the Currency on the 31st day of Decem- 
ber of each year showing the progress of said liquidation until the 
same is completed. The liquidating agent or committee shall also 
make an annual report to a meeting of the shareholders to be held on 
the date fixed in the articles of association for the annual meeting, at 
which meeting the shareholders may, if they see fit, by a vote repre- 
senting a majority of the entire stock of the bank, remove the liqui- 
dating agent or committee and appoint one or more others in place 
thereof. A special meeting of the shareholders may be called at any 
time in the same manner as if the bank continued an active bank and 
at said meeting the shareholders may, by a vote of the majority of the 
stock, remove the liquidating agent or committee. The Comptroller 
of the Currency is authorized to have an examination made at any 
time into the affairs of the liquidating bank until the claims of all 
creditors have been satisfied, and the expense of making such exami- 
nations shall be assessed against such bank in the same manner as in 
the case of examinations made pursuant to section 5240 of the Revised 
Statutes, as amended (U.S.C., Title 12, secs. 484, 485; Supp. VII, 
Title 12, secs. 481-483). 


+ * * + * * * 
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Src. 5234. On becoming satisfied, as specified in sections fifty-two 
hundred and twenty-six and fifty-two hundred and twenty-seven, 
that any association has refused to pay its circulating notes as therein 
mentioned, and is in default, the Gompercilar of the Currency may 
forthwith appoint a receiver, and require of him such bond and 
security as he deems proper. Such receiver, under the direction of 
the Comptroller, shall take possession of the books, records, and assets 
of every description of such association, collect all debts, dues, and 
claims belonging to it, upon the order of a court of record of competent 
jurisdiction, may sell or compound all bad or doubtful debts, and, on 
a like order, may sell all the real and personal property of such associa- 
tion, on such terms as the court shall direct [; and may, if necessary 
to pay the debts of such association, enforce the individual liability 
of the stockholders]. Such receiver, shall pay over all money so 
made to the Treasurer of the United States, subject to the order of 
the Comptroller, and also make report to the Comptroller of all his 
acts and proceedings: Provided, That the Comptroller may, if he 
deems proper, deposit any of the money so made in any regular Gov- 
ernment depositary, or in any State or national bank either of the 
city or town in which the insolvent bank was located, or of a city or 
town as adjacent thereto as practicable; if such deposit is made he 
shall require the depositary to deposit United States bonds or other 
satisfactory securities with the Treasurer of the United States for the 
safekeeping and prompt payment of the money so deposited: Provided, 
That no security in the form of deposit of United States bonds, or 
otherwise, shall be required in the case of such parts of the deposits as 
are insured under section 12B of the Federal Reserve Act, as amended. 
Such depositary shall pay upon such money interest at such rate as 
the Comptroller may prescribe, not less, however, than two per centum 
per annum upon the average monthly amount of such deposits. 





FEDERAL RESERVE ACT 


STATE BANKS AS MEMBERS 
Src. 9. * * * 
* * * * * * * 


All banks admitted to membership under authority of this section 
shall be required to comply with the reserve and capital requirements 
of this [Act and to] Act, to conform to those provisions of law imposed 
on national banks which prohibit such banks from lending on or pur- 
chasing their own stock[,] and which relate to the withdrawal or 
impairment of their capital stock, and [which relate to the payment 
of unearned dividends] to conform to the provisions of sections 5199(b) 
and 5204 of the Revised Statutes with respect to the payment of dividends; 
except that any reference in any such provision to the Comptroller of the 
Currency shall be deemed for the purposes of this sentence to be a reference 
to the Board of Governors of the Federal Reserve System. Such banks and 
the officers, agents, and employees thereof shall also be subject to the 
provisions of and to the penalties prescribed by sections 334, 656 and 
1005 of Title 18, United States Code, and shall be required to make 
reports of condition and of the payment of dividends to the Federal 
reserve bank of which they become a member. Not less than three of 
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such reports shall be made annually on call of the Federal reserve bank 
on dates to be fixed by the Board of Governors of the Federal Reserve 
System. Failure to make such reports within ten days after the date 
they are called for shall subject the offending bank to a penalty of $100 
a day for each day that it fails to transmit such reports; such penalty 
to be collected by the Federal reserve bank by suit or otherwise. Such 
reports of conditions shall be in such form and shall contain such 
information as the Board of Governors of the Federal Reserve System 
may require and shall be published by the reporting banks in such 
manner and in accordance with such regulations as the said Board may 
prescribe. 
Of *” * * BS * 7” 


[Sec. 23. The stockholders of every national banking association 
shall be held individually responsible for all contracts, debts, and 
engagements of such association, each to the amount of his stock 
therein, at the par value thereof in addition to the amount invested 
in such stock. The stockholders in any national banking association 
who shall have transferred their shares or registered the transfer there- 
of within sixty days next before the date of the failure of such asso- 
ciation to meet its obligations, or with knowledge of such impending 
failure, shall be liable to the same extent as if they had made no such 
transfer, to the extent that the subsequent transferee fails to meet 
such liability; but this provision shall not be construed to affect in 
any way any recourse which such shareholders might otherwise have 
against those in whose names such shares are registered at the time 
of such failure.J 

Sec. 23A. No member bank shall (1) make any loan or any extension 
of credit to, or purchase securities under repurchase agreement from, 
any of its affiliates, or (2) invest any of its funds in the capital stock, 
bonds, debentures, or other such obligations of any such affiliate, or 
(3) accept the capital stock, bonds, debentures, or other such obliga- 
tions of any such affiliate as collateral security for advances made to 
any person, partnership, association, or corporation, if, in the case of 
any such affiliate, the aggregate amount of such loans, extensions of 
credit, repurchase agreements, investments, and advances against 
such collateral security will exceed 10 per centum of the capital stock 
and surplus of such member bank, or if, in the case of all such affiliates, 
the aggregate amount of such loans, extensions of credits, repurchase 

eements, investments, and advances against such collateral security 
will exceed 20 per centum of the capital stock and surplus of such 
member bank. 

Within the foregoing limitations, each loan or extension of credit 
of any kind or character to an affiliate shall be secured by collateral in 
the form of stocks, bonds, debentures, or other such obligations having 
a market value at the time of making the loan or extension of credit of 
at least 20 per centum more than the amount of the loan or extension of 
credit, or of at least 10 per centum more than the amount of the loan 
or extension of credit if it is secured by obligations of any State, or of 
any political subdivision or agency thereof: Provided, That the pro- 
visions of this paragraph shall not apply to loans or extensions of 
credit secured by obligations of the United States Government, the 
Federal intermediate credit banks, the Federal land banks, or the 
Federal Home Loan Banks, [or the Home Owners’ Loan Corpora- 
tion, ] or by such notes, drafts, bills of exchange, or bankers’ accept- 
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ances as are eligible for rediscount or for purchase by Federal reserve 
banks. A loan or extension of credit to a director,* officer, clerk, or 
other employee or any representative of any such affiliate shall be 
deemed a loan to the affiliate to the extent that the proceeds of such 
loan are used for the benefit of, or transferred to, the affiliate. 

For the purpose of this section, the term “affiliate” shall include 
holding-company affiliates as well as other affiliates, and the provi- 
sions of this section shall not apply to any affiliate (1) engaged solely 
in holding the bank premises of the member bank with which it is 
affiliated; (2) engaged solely in conducting a safe-deposit business or 
the business of an agricultural credit corporation or livestock loan 
company; (3) in the capital stock of which a national banking associa- 
tion is authorized to invest pursuant to section 25 of this Act, as 
amended, or a subsidiary of such affiliate, all the stock of which (except 
qualifying shares of directors in an amount not to exceed 10 per- 
centum) is owned by such affiliate; (4) organized under section 25(a) 
of this Act, as amended, or a subsidiary of such affiliate, all the stock 
of which (except qualifying shares of directors in an amount not to 
exceed 10 per centum) is owned by such affiliate; (5) engaged solely in 
holding obligations of the United States or obligations fully guaran- 
teed by the United States as to principal and interest, the Federal 
intermediate credit banks, the Federal land banks, the Federal Home 
Loan Banks [, or the Home Owners’ Loan Corporation]; (6) where the 
affiliate relationship has arisen out of a bona fide debt contracted prior 
to the date of the creation of such relationship; or (7) where the affili- 
ate relationship exists by reason of the ownership or control of any 
voting shares thereof by a member bank as executor, administrator, 
trustee, receiver, agent, depositary, or in any other fiduciary capacity, 
except where such shares are held for the benefit of all or a majority 
of the stockholders of such member bank; but as to any such affiliate, 
member banks shall continue to be subject to other provisions of law 
applicable to loans by such banks and investments by such banks in 
stocks, bonds, debentures, or other such obligations. The provisions 
of this section shall likewise not apply to indebtedness of any affiliate 
for unpaid balances due a bank on assets purchased from such bank 
or to loans secured by, or extensions of credit against, obligations of 
the United States or obligations fully guaranteed by the United States 
as to principal and interest. 


ACT OF MAY 1, 1886 
(Ch. 73, 24 Stat. 18) 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, [That any national banking 
association may, with the approval of the cnneetios of the Currency, 
by the vote of shareholders owning two-thirds of the stock of such 
association, increase its capital stock, in accordance with existing 
laws, to any sum approved by the said Comptroller, notwithstanding 
the limit fixed in its original articles of association and determined by 
said Comptroller; and no increase of the capital stock of any national 
banking association either within or beyond the limit fixed in its 
clzinal articles of association shall be made except in the manner 
herein provided.] 


*Comma omitted in statute as enacted. 
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[Sec. 2. That any national banking association may change its 
name or the place where its operations of discount and deposit are to be 
carried on, to any other place within the State, but not more than 
thirty miles distant with the approval of the Comptroller of the 
Currency, by the vote of shareholders owning two-thirds of the stock 
of such association. A duly authenticated notice of the vote and of 
the new name or location selected shall be sent to the office of the 
Comptroller of the Currency; but no change of name or location shall 
be valid until the Comptroller shall have issued his certificate of 
approval of the same.] 

Sec. 2. Any national banking association, with the approval of the 
Comptroller of the Currency, may change its name or change the location 
of the main office of such association within the limits of the city, town, 
or village in which it is situated. Any national banking association, 
with the approval of the Comptroller of the Currency, may change the 
location of the main office of such association to any other location outside 
the limits of the city, town, or village in which it rs located, but not more 
than thirty miles distant, by the vote of shareholders owning two-thirds 
of the stock of such association. A duly authenticated notice of the vote 
and of the new name or location selected shall be sent to the Comptroller 
of the Currency; but no change of name or location shall be valid until 
the Comptroller shall have issued his certificate of approval of the same. 


ACT OF JUNE 30, 1876 
(ch. 156, 19 Stat. 63) 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That whenever any national 
banking association shall be dissolved, and its rights, privileges, and 
franchises declared forfeited, as prescribed in section fifty-two hun- 
dred and thirty-nine of the Revised Statutes of the United States, 
or whenever any creditor of any national banking association shall 
have obtained a judgment against it in any court of record, and made 
application, accompanied by a certificate from the clerk of the court 
stating that such judgment has been rendered and has remained 
unpaid for the space of thirty days, or whenever the Comptroller 
shall become satisfied of the insolvency of a national banking associ- 
ation, he may, after due examination of its affairs, in either case, 
appoint a receiver, who shall proceed to close up such association[, 
and enforce the personal liability of the shareholders, as provided in 
section fifty-two hundred and thirty-four of said statutes]. 

[Sec. 2. That when any national banking association shall have 
gone into liquidation under the provisions of section five thousand 
two hundred and twenty of said statutes, the individual liability of 
the shareholders provided for by section fifty-one hundred and fifty- 
one of said statutes may be enforced by any creditor of such associa- 
tion by a civil action brought by such creditor on behalf of himself 
and of all other creditors of the association, against the shareholders 
thereof, in the United States district court for the district in which 
such association may have been located or established.J 

(Src. 3. That whenever any association shall have been or shall be 
placed in the hands of a receiver, as provided in section fifty-two 
hundred and thirty-four and other sections of the Revised Statutes of 
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the United States, and when, as provided in section fifty-two hundred 
and thirty-six thereof, the Comptroller of the Currency shall have 
paid to each and every creditor of such association, not including 
shareholders who are creditors of such association, whose claim or 
claims as such creditor shall have been proved or allowed as therein 
prescribed, the full amount of such claims, and all expenses of the 
receivership and the redemption of the circulating notes of such asso- 
ciation shall have been provided for by depositing lawful money of the 
United States with the Treasurer of the United States, the Comptroller 
of the Currency shall call a meeting of the shareholders of such asso- 
ciation by giving notice thereof for thirty days in a newspaper pub- 
lished in the town, city, or county where the business of such associa- 
tion was carried on, or if no newspaper is there published, in the news- 
paper published nearest thereto. At such meeting the shareholders 
shall determine whether the receiver shall be continued and shall 
wind up the affairs of such association, or whether an agent shall be 
elected for that purpose, and in so determining the said shareholders 
shall vote by ballot, in person or by proxy, each share of stock en- 
titling the holder to one vote, and the majority of the stock in value 
and number of shares shall be necessary to determine whether the said 
receiver shall be continued, or whether an agent shall be elected. In 
case such majority shall determine that the said receiver shall be con- 
tinued, the said receiver shall thereupon proceed with the execution 
of his trust, and shall sell, dispose of, or otherwise collect the assets of 
the said association, and shall possess all the power and authority, 
and be subject to all the duties and liabilities originally conferred or 
imposed upon him by his appointment as such receiver, so far as the 
same remain applicable. In case the said meeting shall, by the vote 
of a majority of the stock in value and number of shares, determine 
that an agent shall be elected, the said meeting shall thereupon proceed 
to elect an agent, voting by ballot, in person or by proxy, each share 
of stock entitling the holder to one vote, and the person who shall 
receive votes representing at least a majority of stock in value and 
number shall be declared the agent for the purposes hereinafter pro- 
vided; and whenever any of the shareholders of the association shall, 
after the election of such agent, have executed and filed a bond to the 
satisfaction of the Comptroller of the Currency, conditioned for the 
payment and discharge in full of each and every claim that may 
thereafter be proved and allowed by and before a competent court, 
and for the faithful performance of all and singular the duties of such 
trust, the Comptroller and the receiver shall thereupon transfer and 
deliver to such agent all the undivided or uncollected or other assets 
of such association then remaining in the hands or subject to the 
order and control of said Comptroller and said receiver, or either of 
them; and for this purpose said Comptroller and said receiver are 
hereby severally empowered and directed to execute any deed, assign- 
ment, transfer, or other instrument in writing that may be necessary 
and proper; and upon the execution and delivery of such instrument 
to the said agent the said Comptroller and the said receiver shall by 
virtue of this Act be discharged from any and all liabilities to such 
association and to each and all the creditors and shareholders thereof. 

(Upon receiving such deed, assignment, transfer, or other instrument 
the person elected such agent shall hold, control, and dispose of the 
assets and property of such association which he may receive under 
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the terms hereof for the benefit of the shareholders of such association, 
and he may in his own name, or in the name of such association, sue 
and be sued and do all other lawful acts and things necessary to finally 
settle and distribute the assets and property in his hands, and may 
sell, compromise, or compound the debts due to such association, with 
the consent and approval of the circuit or district court of the United 
States for the district where the business of such association was 
carried on, and shall at the conclusion of his trust render to such 
district or circuit court a full account of all his proceedings, receipts, 
and expenditures as such agent, which court shall, upon due notice, 
settle and adjust such accounts and discharge said agent and the 
sureties upon said bond. And in case any such agent so elected shall 
refuse to serve, or die, resign, or be removed, any shareholder may 
call a meeting of the shareholders of such association in the town, city, 
or village where the business of the said association was carried on, 
by giving notice thereof for thirty days in a newspaper published in 
said town, city, or village, or if no newspaper is there published, in 
the newspaper published nearest thereto, at which meeting the share- 
holders shall elect an agent, voting by ballot, in person or by proxy, 
each share of stock entitling the holder to one vote, and when such 
agent shall have received votes representing at least a majority of the 
stock in value and number of shares, and shall have executed a bond 
to the shareholders conditioned for the faithful performance of his 
duties, in the penalty fixed by the shareholders at said meeting, with 
two sureties, to be approved by a judge of a court of record, and file 
said bond in the office of the clerk of a court of record in the county 
where the business of said association was carried on, he shall have 
all the rights, powers, and duties of the agent first elected as herein- 
before provided. At any meeting held as hereinbefore provided 
administrators or executors of deceased shareholders may act and sign 
as the decedent might have done if living, and guardians of minors 
and trustees of other persons may so act and sign for their ward or 
wards or cestui que trust. The proceeds of the assets or property of 
any such association which may be undistributed at the time of such 
we or may be subsequently received shall be distributed as 
ollows: 

{First. To pay the expenses of the execution of the trust to the 
date of such payment. 

[Second. To repay any amount or amounts which have been paid 
in by any shareholder or shareholders of such association upon and by 
reason of any and all assessments made upon the stock of such associa- 
tion by the order of the Comptroller of the Currency in accordance 
with the provisions of the statutes of the United States; and 

[Third. The balance ratably among such stockholders, in propor- 
tion to the number of shares held and owned by each. Such distribu- 
tion shall be made from time to time as the proceeds shall be received 
and 5 shall be deemed advisable by the said Comptroller or said 
agent. 

gaol 8. (a) Whenever any national banking association shall have 
been or shall be placed in the hands of a receiver, as provided in section 
fifty-two hundred and thirty-four and other sections of the Revised Statutes 
of the United States and section 11(c) of the Federal Deposit Insurance 
Act, and when, as provided in section fifty-two hundred and thirty-six of 
the Revised Statutes of the United States, there has been paid to each and 
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every creditor of such association whose claim or claims as such creditor 
shall have been proved or allowed as therein prescribed, the full amount of 
such claims, and all expenses of the receivership, the Comptroller of the 
Currency or the Federal Deposit Insurance Corporation, where that 
Corporation has been appointed receiver of the bank, shall call a meeting 
of the shareholders of the association by giving notice thereof for thirty 

ays in a newspaper published in the town, city, or county where the 
business of the association was carried on, or if no newspaper is there 
published, in the newspaper published nearest thereto. At such meeting 
the shareholders shall determine whether the receiver shall be continued 
and shall wind up the affairs of the association, or whether an agent shall 
be elected for that purpose, and in so determining the shareholders shall 
vote by ballot, in person or by proxy, each share of stock entitling the 
holder to one vote, and the majority of the stock in number of shares shall 
be necessary to determine whether the receiver shall be continued, or 
whether an agent shall be elected. In case such majority shall determine 
that the receiver shall be continued, the receiver shall thereupon proceed 
with the execution of the trust, and shall sell, dispose of, or otherwise 
collect the assets of the association, and shall possess all the powers and 
authority, and be subject to all the duties and liabilities originally con- 
ferred or imposed upon such receiver so far as they remain applicable. 
In case such meeting shall, by the vote of a majority of the stock in number 
of shares, determine that an agent shall be elected, the meeting shall there- 
upon proceed to elect an agent, voting by ballot, in person or by proxy, 
each share of stock entitling the holder to one vote, and the person who 
shall receive votes representing at least a majority of stock in number of 
shares shall be declared the agent for the purposes hereinafter provided; 
and when such agent shall have executed a bond to the shareholders condi- 
tioned for the payment and discharge in full or, to the extent possible from 
the remaining assets of the association, of each and every claim that may 
thereafter be proved and allowed by and before a competent court and for 
the faithful performance of his duties, in the penalty fixed by the share- 
holders at such meeting, with a surety or sureties to be approved by the 
district court of the United States for the district where the business of the 
association was carried on, and shall have filed such bond in the office of 
the clerk of such court, the Comptroller and the receiver, or the Federal 
Deposit Insurance Corporation, where that Corporation has been ap- 
pointed receiver of the bank, shall thereupon transfer and deliver to such 
agent all the uncollected or other assets of the association then remaining 
in the hands or subject to the order and control of the Comptroller and 
such receiver, or either of them, or the Federal Deposit Insurance Corpora- 
tion; and for this purpose the Comptroller and such receiver, or the 
Federal Deposit Insurance Corporation, as the case may be, are severally 
empowered and directed to execute any deed, assignment, transfer, or 
other instrument in writing that may be necessary and proper; and upon 
the execution and delivery of such instrument to such agent the Comptroller 
and such receiver or the Federal Deposit Insurance Corporation shall by 
virtue of this Act be discharged from any and all liabilities to the association 
and to each and all the creditors and shareholders thereof. 

(b) Upon receiving such deed, assignment, transfer, or other instru- 
ment the person elected such agent shall hold, control, and dispose of the 
assets and property of the association which he may receive under the terms 
hereof for the benefit of the shareholders of the association, and he may in 
his own name, or in the name of the association, sue and be sued, and do 
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all other lawful acts and things necessary to finally settle and distribute 
the assets and property in his hands, and may sell, compromise, or com- 
pound the debts due to the association, with the consent and approval of 
the district court of the United States for the district where the business of 
the association was carried on, and shall at the conclusion of his trust 
render to such district court a full account of all his proceedings, receipts, 
and expenditures as such agent, which court shall, upon due notice, settle 
and adjust such accounts and discharge such agent and sureties upon such 
bond. In case any such agent so elected shall die, resign, or be removed, 
any shareholder may call a meeting of the shareholders of the association in 
the town, city, or village where the business of the association was carried 
on, by giving notice thereof for thirty days in a newspaper published in 
such town, city, or village, or if no newspaper is there published, in the 
newspaper published nearest thereto, at which meeting the shareholders 
shall elect an agent, voting by ballot, in person or by proxy, each share of 
stock entitling the holder to one vote, and when such agent shall have re- 
ceived votes representing at least a majority of the stock in number of 
shares, and shall have executed a bond to the shareholders conditioned for 
the payment and discharge in full or, to the extent possible from the 
remaining assets of the association, of each and every claim that may 
thereafter be proved and allowed by and before a competent court and for 
the faithful performance of his duties, in the penalty fixed by the share- 
holders at such meeting, with a surety or sureties, to be approved by such 
court, and file such bond in the office of the clerk of that court, he shall 
have all the rights, powers, and duties of the agent first elected as herein- 
before provided. At any meeting held as hereinbefore provided adminis- 
trators or executors of deceased shareholders may act and sign as the 
decedent might have done if living, and guardians of minors and trustees 
of other persons may so act and sign for their ward or wards or cestui 
que trust. The proceeds of the assets of property of any such association 
which may be undistributed at the time of such meeting or may be subse- 
quently received shall be distributed as follows: 

First. To pay the expenses of the execution of the trust to the date of 
such payment. 

Second. To repay any amount or amounts which have been paid in 
by any shareholder or shareholders of the association upon and by 
reason of any and all assessments made upon the stock of the associa- 
tion by order of the Comptroller of the Currency in accordance with 
the provisions of the statutes of the United States. 

Third. To pay the balance ratably among such stockholders, in 
proportion to the number of shares held and owned by each. Such 
distribution shall be made from time to time as the proceeds shall be 
received and as shall be deemed advisable by the Comptroller of the 
Currency, or the Federal Deposit Insurance Corporation if con- 
tinued as receiver of the bank under subsection (a) of this section, or 
such agent, as the case may be. 


SECTION 2 OF THE FEDERAL DEPOSIT INSURANCE ACT 


Src. 2. The management of the Corporation shall be vested in a 
Board of Directors consisting of three members, one of whom shall be 
the Comptroller of the Currency, and two of whom shall be citizens of 
the United States to be appointed by the President, by and with the 
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advice and consent of the Senate. One of the appointive members 
shall be the Chairman of the Board of Directors of the Corporation 
and not more than two of the members of such Board of Directors 
shall be members of the same political party. Each such appointive 
member shall hold office for a term of six years. In the event of a 
vacancy in the office of the Comptroller of the Currency, and pending 
the appointment of his successor, or during the absence or disability of 
the Comptroller [from Washington], the Acting Comptroller of the 
Currency shall be a member of the Board of Directors in the place and 
stead of the Comptroller. In the event of a vacancy in the office of the 
Chairman of the Board of Directors, and pending the appointment of 
his successor, the Comptroller of the Currency shall act as Chairman. 
The members of the Board of Directors shall be ineligible during the 
time they are in office and for two years thereafter to hold any office, 
position, or employment in any insured bank, except that this restric- 
tion shall not apply to any member who has served the full term for 
which he was appointed. No member of the Board of Directors shall 
be an officer or director of any insured bank or Federal Reserve bank or 
hold stock in any insured bank; and before entering upon his duties 
as a member of the Board of Directors he shall certify under oath 
that he has complied with this requirement and such certification 
shall be filed with the secretary of the Board of Directors. 


ACT OF NOVEMBER 7, 1918 
(12 U.S.C. 33, 34, 34a, 34b, and 34c) 


Be ut enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled. [That any two or more 
national banking associations located within the same State, county, 
city, town, or village may, with the approval of the Comptroller of 
the Currency, consolidate into one association under the charter of 
either existing banks, on such terms and conditions as may be law- 
fully agreed upon by a majority of the board of directors of each 
association proposing to consolidate, and be ratified and confirmed 
by the affirmative vote of the shareholders of each such association 
owning at least two-thirds of its capital stock outstanding, at a meet- 
ing to be held on the call of the directors after publishing notice of 
the time, place, and object of the meeting for four consecutive weeks 
in some newspaper published in the place where the said association 
is located, and if no newspaper is published in the place, then in a 
paper published nearest thereto, and after sending such notice to 
each shareholder of record by registered mail at least ten days prior 
to said meeting: Provided, That the capital stock of such consolidated 
association shall not be less than that required under existing law 
for the organization of a national bank in the place in which it is 
located: And provided further, That if such consolidation shall be 
voted for at said meetings by the necessary majorities of the share- 
holders of each of the associations proposing to consolidate, any 
shareholder of any of the associations so consolidated, who has voted 
against such consolidation at the meeting of the association of which 
he is a shareholder or has given notice in writing at or prior to such 
meeting to the presiding officer that he dissents from the plan of 
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consolidation, shall be entitled to receive the value of the shares so 
held by him if and when said consolidation shall be approved by the 
Comptroller of the Currency, such value to be ascertained as of the 
date of the Comptroller’s approval by an appraisal made by a com- 
mittee of three persons, one to be selected by the shareholder, one 
by the directors, and the third by the two so chosen; and in case the 
value so fixed shall not be satisfactory to the shareholder he may 
within five days after being notified of the appraisal appeal to the 
Comptroller of the Currency, who shall cause a reappraisal to be 
made, which shall be final and binding; and if said reappraisal shall 
exceed the value fixed by said committee, the bank shall pay the 
expenses of the reappraisal; otherwise the appellant shall pay said 
expenses, and the value so ascertained and determined shall be deemed 
to be a debt due and be forthwith paid to said shareholder from said 
bank, and the share so paid shall be surrendered and after due notice 
sold at public auction within thirty days after the final appraisement 
provided for in this Act. 

[Publication of notice and notification by registered mail of the 
meeting provided for in the foregoing paragraph may be waived by 
unanimous action of the shareholders of the respective associations. 
Where a dissenting shareholder has given notice as above provided to 
the association of which he is a shareholder of his dissent from the 
plan of consolidation, and the directors thereof fail for more than 
thirty days thereafter to appoint an appraiser of the value of his shares, 
said shareholder may request the Comptroller of the Currency to ap- 
= such appraiser to act on the appraisal committee for and on be- 

alf of such association. 

[If shares, when sold at public auction in accordance with this sec- 
tion, realize a price greater than their final appraised value, the excess 
in such sale price shall be paid to the shareholder. The consolidated 
association shall be liable for all liabilities of the respective consoli- 
dating associations. In the event one of the appraisers fails to agree 
with the others as to the value of said shares, then the valuation of the 
remaining appraisers shall govern. 

[Srec. 2. That associations consolidating with another association 
under the provisions of this Act shall not be required to deposit law- 
ful money for their outstanding circulation. but their assets and liabili- 
ties shall be reported by the association with which they have consoli- 
dated. And all the rights, franchises, and interests of the said national 
bank so consolidated in and to every species of property, personal and 
mixed, and choses in action thereto belonging, shall be deemed to be 
transferred to and vested in such national bank into which it is con- 
solidated without any deed or other transfer, and the said consolidated 
national bank shall hold and enjoy the same and all rights of property, 
franchises, and interests in the same manner and to the same extent as 
was held and enjoyed by the national bank so consolidated therewith. 

[Sec. 3. That any bank incorporated under the laws of any State, 
or any bank incorporated in the District of Columbia, may be consoli- 
dated with a national banking association located in the same State, 
county, city, town, or village under the charter of such national bank- 
ing association on such terms and conditions as may be lawfully agreed 
upon by a majority of the board of directors of each association or 
bank proposing to consolidate, and which agreement shall be ratified 
and confined by the affirmative vote of the shareholders of each such 
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association or bank owning at least two-thirds of its capital stock out- 
standing, or by a greater proportion of such capital stock in the case 
of such State bank if the laws of the State where the same is organ- 
ized so require, at a meeting to be held on the call of the directors 
after publishing notice of the time, place, and object of the meeting for 
four consecutive weeks in some newspaper of general circulation 
published in the place where the said association or bank is situated, 
and in the legal newspaper for the publication of legal notices or 
advertisements, if any such paper has been designated by the rules 
of a court in the county where such association or bank is situated, and 
if no newspaper is published in the place, then in a paper of general 
circulation published nearest thereto, unless such notice of meeting 
is waived in writing by all stockholders of any such association or 
bank, and after sending such notice to each shareholder of record 
by registered mail at least ten days prior to said meeting, but any addi- 
tional notice shall be given to the shareholders of such State bank 
which may be required by the laws of the State where the same is or- 
— The capital stock of such consolidated association shall not 

e less than that required under existing law for the organization of a 
national banking association in the place in which such consolidated 
association is located. Upon such a consolidation, or upon a consolida- 
tion of two or more national banking associations under section 1 of 
this Act, the corporate existence of each of the constituent banks and 
national banking associations participating in such consolidation 
shall be merged into and continued in the consolidated national bank- 
ing association and the consolidated association shall be deemed to 
be the same corporation as each of the constituent institutions. All the 
rights, franchises, and interests of each of such constituent banks and 
national banking associations in and to every species of property, real, 
personal, and mixed, and choses in action thereto belonging, shall be 
deemed to be transferred to and vested in such consolidated national 
banking association without any deed or other transfer; and such con- 
solidated national banking association, by virtue of such consolidation 
and without any order or other action on the part of any court or other- 
wise, shall hold and enjoy the same and all rights of property, fran- 
chises, and interests, including appointments, designations, and nomi- 
nations and all other rights and interests as trustee, executor, admin- 
istrator, registrar of stocks and bonds, guardian of estates, assignee, 
receiver, committee of estates of lunatics and in every other fiduciary 
capacity, in the same manner and to the same extent as such rights, 
franchises, and interests were held or enjoyed by any such constituent 
institution at the time of such consolidation: Provided, however, That 
where any such constituent institution at the time of such consolida- 
tion was acting under appointment of any court as trustee, executor, 
administrator, registrar of stocks and bonds, guardian of estates, as- 
signee, receiver, committee of estates of lunatics or in any other fi- 
duciary capacity, the consolidated national banking association shall 
be subject to removal by a court of competent jurisdiction in the same 
manner and to the same extent as was such constituent corporation 
prior to the consolidation, and nothing herein contained shall be con- 
strued to impair in any manner the right of any court to remove such 
a consolidated national banking association and to appoint in lieu 
thereof a substitute trustee, executor, or other fiduciary, except that 
such right shall not be exercised in such a manner as to discriminate 
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against national banking associations, nor shall any such consolidated 
association be removed solely because of the fact that it is a national 
banking association. If such consolidation shall be voted for at said 
meetings by the necessary majorities of the shareholders of the asso- 
ciation and of the State or other bank proposing to consolidate, and 
thereafter the consolidation shall be approved by the Comptroller of 
the Currency, any shareholder of either the association or the State 
or other bank so consolidated, who has voted against such consolida- 
tion at the meeting of the association of which he is a stockholder, 
or has given notice in writing at or prior to such meeting to the pre- 
siding officer that he dissents from the plan of consolidation, shall be 
entitled to receive the value of the shares so held by him if and when 
said consolidation shall be approved by the Comptroller of the Cur- 
rency, such value to be ascertained as of the date of the Comptroller’s 
approval by an appraisal made by a committee of three persons, one 
to be selected by the shareholder, one by the directors of the consoli- 
dated association, and the third by the two so chosen; and in case 
the value so fixed shall not be satisfactory to such shareholder he may 
within five days after being notified of the appraisal appeal to the 
Comptroller of the Currency, who shall cause a acmiengloal ie be made, 
which shall be final and binding; and the consolidated association 
shall pay the expenses of reappraisal, and the value as ascertained 
by such appraisal or reappraisal shall be deemed to be a debt due and 
shall be forthwith paid to said shareholder by said consolidated as- 
sociation, and the shares so paid for shall be surrendered and, after 
due notice, sold at public auction within thirty days after the final 
appraisement provided for in this Act; and if the shares so sold 
at public auction shall be sold at a price greater than the final ap- 
praised value, the excess in such sale price shall be paid to the said 
shareholder; and the consolidated association shall have the right to 
purchase such shares at public auction, if it is the highest bidder 
therefore, for the purpose of reselling such shares within thirty days 
thereafter to such person or persons and at such price as its board of 
directors by resolution may determine. The liquidation of such shares 
of stock in any State bank shall be determined in the manner pre- 
scribed by the law of the State in such cases if such provision is made 
in the State law; otherwise as hereinbefore provided. No such con- 
solidation shall be in contravention of the law of the State under 
which such bank is incorporated. 

(Where a dissenting shareholder has given notice as provided in this 
section to the bank of which he is a shareholder of his dissent from 
the plan of consolidation, and the directors thereof failed for more 
than thirty days thereafter to appoint an appraiser of the value of his 
shares, said shareholder may request the Comptroller of the Currency 
to appoint such appraiser to act on the appraisal committee for and 
on behalf of such bank. In the event one of the appraisers fails to 
agree with the others as to the value of said shares, then the valuation 
of the remaining appraisers shall govern. 

[Src. 4. (a) One or more national banking associations or one or 
more State banks, with the approval of the Comptroller, under an 
agreement not inconsistent with this Act, may merge into a national 
banking association located within the same State, under the charter of 
the receiving association. 
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{[(b) The merger agreement shall— 

[(1) be agreed upon in writing by a majority of the board of 
directors of each association or State bank participating in the 
plan of merger; 

[(2) be ratified and confirmed by the affirmative vote of the 
shareholders of each association or State bank owning at least 
two-thirds of the capital stock outstanding, at a meeting to be 
held on the call of the directors, after publishing notice of the 
time, place, and object of the meeting for four consecutive weeks 
in a newspaper with general circulation in the place where the 
association or State bank is located, and after sending such notice 
to each shareholder of record by registered mail at least ten days 
prior to the meeting, except to those shareholders who specifically 
waive notice; 

[(3) specify the amount of the capital stock of the receiving 
association which will be outstanding upon completion of the 
merger, the amount of stock (if any) to be allocated, and cash 
(if any) to be paid to the shareholders of the association or State 
bank being merged into the receiving association; and 

[(4) provide the manner of disposing of any shares of the 
receiving association not taken by the shareholders of the associ- 
ation or State bank merged into the receiving association. 

{lf a merger shall be voted for at the called meetings by the neces- 
sary majorities of the shareholders of each association or State bank 
participating in the plan of merger any shareholder of any association 
or State bank to be merged into the receiving association who has 
voted against the merger at the meeting of the shareholders, or has 
given notice in writing at or prior to the meeting to the presiding 
officer that he dissents from the plan of merger, shall be entitled to 
receive the value of the shares held by him if and when the merger 
shall be approved by the Comptroller. The value of the shares shall 
be ascertained, as of the date of the meeting of the shareholders of the 
association or State bank approving the merger, by an appraisal made 
by a committee of three persons, composed of (i) one selected by the 
vote of the holders of a majority of the stock, the owners of which are 
entitled to payment in cash; (ii) one selected by the directors of the 
receiving association; and (iii) one selected by the two so selected. 
The valuation agreed upon by any two of the three appraisers shall 

overn. If the value so fixed shall not be satisfactory to any dissent- 
ing shareholder who has requested payment, that shareholder may, 
within five days after being notified of the appraised value of his 
shares, appeal to the Comptroller, who shall cause a reappraisal to be 
made which shall be final and binding as to value of the shares of the 
appellant. If, within ninety days from the date of consummation of 
the merger, for any reason, one or more of the appraisers have not been 
selected, or the appraisers have failed to determine the value of the 
shares, the Comptroller, upon written request of any interested party, 
shall cause an appraisal to be made which shall be final and binding 
on all parties. The expenses of the Comptroller in making the reap- 
praisal or the appraisal, as the case may be, shall be paid by the receiv- 
ing association. The value of the shares ascertained shall be promptly 
paid to the shareholders by the receiving association, and the shares so 
paid for shall be surrender to and cancelled by the receiving associ- 
ation. The provisions of this paragraph shall apply only to share- 
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holders of and stock owned by them in a bank or association being 
merged into the receiving association. 

[(c) The corporate existence of the merging association or State 
bank shall be merged into that of the receiving association. All rights, 
franchises, and interests of the merging association or State bank in 
and to every type of property (real, personal, and mixed) and choses 
in action shall be transferred to and vested in the receiving association 
by virtue of such merger without any deed or other transfer. The 
receiving association, upon the merger and without any order or other 
action on the part of any court or otherwise, shall hold and enjoy all 
rights of property, franchises, and interests, including appointments, 
designations, and nominations, and all other rights and interests as 
trustee, executor, administrator, registrar of stocks and bonds, guard- 
ian of estates, assignee, receiver, committee of estates of lunatics, 
and in every other fiduciary capacity, in the same manner and to the 
same extent as such rights, franchises, and interests were held or en- 
joyed by any merging association or State bank at the time of the 
merger, subject to the conditions hereinafter provided. 

[Where any merging association or State bank, at the time of the 
merger, was acting under appointment of any court as trustee, execu- 
tor, administrator, registrar of stocks and bonds, guardian of estates, 
assignee, receiver, committee of estates of lunatics, or in any other 
fiduciary capacity, the receiving association shall be subject to removal 
by a court of competent ‘usiadintion in the same manner and to the 
same extent as was the merging association or State bank prior to the 
merger. Nothing contained in this section shall be considered to 
impair in any manner the right of any court to remove a receiving 
association and to appoint in lieu thereof a substitute trustee, 
executor, or other fiduciary, except that such right shall not be exer- 
cised in such a manner as to discriminate against national banking 
associations, nor shall any receiving association be removed solely 
because of the fact that it is a national banking association. 

[(d) Any national banking association which is a receiving associa- 
tion may issue stock, with the approval of the Comptroller and in 
accordance with law, to be delivered to the shareholders of a merging 
State bank or national banking association as provided for by a merger 
agreement, free from any preemptive rights of the shareholders of 
the receiving association. 

[Sec. 5. As used in this Act the term— 

[(1) ‘State banks” means any bank, banking association, trust 
company, savings bank (other than a mutual savings bank), or 
other banking institution which is engaged in the business of 
receiving deposits and which is incorporated under the laws of any 
State, or which is operating under the Code of Law for the Dis- 
trict of Columbia (except a national banking association located 
in the District of Columbia) ; 

[(2) ‘State’ means the several States, the several Territories, 
Puerto Rico, the Virgin Islands, and the District of Columbia; 

[(3) “Comptroller” means the Comptroller of the Currency; 
and 

[(4) “Receiving association’ means the national banking asso- 
ciation into which one or more national banking associations or 
one or more State banks, located within the same State, merge. ] 
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That (a) any national banking association or any bank incorporated 
under the laws of any State may, with the approval of the Comptroller, be 
consolidated with one or more national banking associations located in 
the same State under the charter of a national banking association on 
such terms and conditions as may be lawfully agreed upon by a majority 
of the board of directors of each association or bank proposing to con- 
solidate, and be ratified and confirmed by the affirmative vote of the share- 
holders of each such association or bank owning at least two-thirds of its 
capital stock outstanding, or by a greater proportion of such capital stock 
in the case of such State bank vf the laws of the State where it is organized 
so require, at a meeting to be held on the call of the directors after publish- 
ing notice of the time, place, and object of the meeting for four consecutive 
weeks in a newspaper of general circulation published in the place where 
the association or bank is located, or, if there is no such newspaper, then 
in the paper of general circulation published nearest thereto, and after 
sending such notre to each shareholder of record by certified or registered 
mai at least ten days prior to the meeting, except to those shareholders 
who specifically waive notice, but any additional notice shall be given to 
the shareholders of such State bank whieh may be required by the laws of 
the State where ut is organized. Publication of notice may be waived, 
in cases where the Comptroller determines that an emergency exists 
justifying such waiver, by unanimous action of the shareholders of the 
association or State bank. 

(b) The consolidated association shall be liable for all liabilities of the 
respective consolidating banks or associations. The capital stock of such 
consolidated association shall not be less than that required under existing 
law for the organization of a national bank in the place in which it is 
located: Provided, That if such consolidation shall be voted for at such 
meetings by the necessary majorities of the shareholders of each associa- 
tion and State bank proposing to consolidate, and thereafter the consolida- 
tion shall be approved by the Comptroller, any shareholder of any of the 
associations or State banks so consolidated who has voted against such 
consolidation at the meeting of the association or bank of which he is a 
stockholder, or who has given notice in writing at or prior to such meeting 
to the presiding officer that he dissents from the plan of consolidation, 
shall be entitled to receive the value of the shares so held by him when such 
consolidation is approved by the Comptroller upon written request made 
to the consolidated association at any time before thirty days after the 
date of consummation of the consolidation, accompanied by the surrender 
of his stock certificates. 

(c) The value of the shares of any dissenting shareholder shall be 
ascertained, as of the effective date of the consolidation, by an appraisal 
made by a committee of three persons, composed of (1) one selected by the 
vote of the holders of the majority of the stock, the owners of which are 
entitled to payment in cash; (2) one selected by the directors of the con- 
solidated banking association; and (8) one selected by the two so selected. 
The valuation agreed upon by any two of the three appraisers shall gov- 
ern. If the value so fixed shall not be satisfactory to any dissenting share- 
holder who has requested payment, that shareholder may, within five days 
after being notified of the appraised value of his shares, appeal to the 

omptroller, who shall cause a reappraisal to be made which shall be 
jinal and binding as to the value of the shares of the appellant. 

(d) If, within ninety days from the date of consummation of the con- 
solidation, for any reason one or more of the appraisers is not selected as 
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herein provided, or the appraisers fail to determine the value of such 
shares, the Comptroller shall upon written request of any interested party 
cause an appraisal to be made which shall be final and binding on all 
parties. The expenses of the Comptroller in making the reappraisal or 
the appraisal, as the case may be, shall be paid by the consolidated bank- 
ing association. The value of the shares ascertained shall be promptly 
paid to the dissenting shareholders by the consolidated banking associa- 
tion. Within thirty days after payment has been made to all dissenting 
shareholders as provided for in this section the shares of stock of the con- 
solidated banking association which would have been delivered to such 
dissenting shareholders had they not requested payment shall be sold by 
the consolidated banking association at an advertised public auction, 
unless some other method of sale is approved by the Comptroller, and the 
consolidated banking association shall have the right to purchase any of 
such shares at such public auction, if it is the highest bidder therefor, for 
the purpose of reselling such shares within thirty days thereafter to such 
person or persons and at such price not less than par as its board of direc- 
tors by resolution may determine. If the shares are sold at public auction 
at a price greater than the amount paid to the dissenting shareholders the 
excess in such sale price shall be paid to such shareholders. The ap- 
praisal of such shares of stock in any State bank shall be determined in 
the manner prescribed by the law of the State in such cases, rather than 
as provided in this section, of such provision is made in the State law; 
and no such consolidation shall be in contravention of the law of the State 
under which such bank is incorporated. 

(e) The corporate existence of each of the consolidating banks or banking 
associations participating in such consolidation shall be merged into and 
continued in the consolidated national banking association and such 
consolidated national banking association shall be deemed to be the same 
corporation as each bank or banking association participating in the 
consolidation. All rights, franchises, and interests of the individual 
consolidating banks or banking associations in and to every type of prop- 
erty (real, personal, and mixed) and choses in action shall be transferred 
to and vested in the consolidated national banking association by virtue 
of such consolidation without any deed or other transfer. The consoli- 
dated national banking association, upon the consolidation and without 
any order or other action on the part of any court or otherwise, shall hold 
and enjoy all rights of property, franchises, and interests, including 
appointments, designations, and nominations, and all other rights and 
interests as trustee, executor, administrator, registrar of stocks and bonds, 
guardian of estates, assignee, receiver, and committee of estates of lunatics, 
and in every other fiduciary capacity, in the same manner and to the same 
extent as such rights, franchises, and interests were held or enjoyed by 
any one of the consolidating banks or banking associations at the time of 
consolidation, subject to the conditions hereinafter provided. 

(f) Where any consolidating bank or banking association, at the time 
of the consolidation, was acting under appointment of any court as 
trustee, executor, administrator, registrar of stocks and bonds, guardian 
of estates, assignee, receiver, or committee of estates of lunatics, or in any 
other fiduciar y capacity, the consolidated national banking association 
shall be subject to removal by a court of competent jurisdiction in the same 
manner and to the same extent as was such consolidating bank or banking 
association prior to the consolidation. Nothing contained in this section 
shall be considered to impair in any manner the right of any court to 
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remove the consolidated national banking association and to appoint 
in liew thereof a substitute trustee, executor, or vther fiduciary, except 
that such right shall not be exercised in such a manner as to discriminate 
against national banking associations, nor shall any consolidated national 
banking association be removed solely because of the fact that it is a 
national banking association. 

(g) Stock of the consolidated national banking association may be 
issued as provided by the terms of the consolidation agreement, free from 
one Anetra rights of the shareholders of the respective consolidating 
banks. 

Sec. 2. (a) One or more national banking associations or one or more 
State banks, with the approval of the Comptroller, under an agreement 
not inconsistent with this Act, may merge into a national banking asso- 
ciation located within the same State, under the charter of the receiving 
association. The merger agreement shall— 

(1) be agreed upon in writing by a majority of the board of directors 
of each association or State bank participating in the plan of merger; 

(2) be ratified and confirmed by the affirmative vote of the share- 
holders of each such association or State bank owning at least two- 
thirds of its capital stock outstanding, or by a greater proportion of 
such capital stock in the case of a State bank if the laws of the State 
where it is organized so require, at a meeting to be held on the call 
of the directors, after publishing notice of the time, place, and object 
of the meeting for four consecutive weeks in a newspaper of general 
circulation published in the place where the association or State 
bank is located, or, if there is no such newspaper, then in the news- 
paper of general circulation published nearest thereto, and after send- 
ung such notice to each shareholder of record by certified or registered 
mau at least ten days prior to the meeting, except to those shareholders 
who specifically waive notice, but any additional notice shall be given 
to the shareholders of such State bank which may be required by the 
laws of the State where it is organized. Publication of notice may 
be waived, in cases where the Comptroller determines that an emer- 
gency exists justifying such waiver, by unanimous action of the share- 
holders of the association or State bank; 

(3) specify the amount of the capital stock of the receiving asso- 
ciation, which shall not be less than that required under existing law 
for the organization of a national bank in the place in which it is 
located and which will be outstanding upon completion of the merger, 
the amount of stock (if any) to be allocated, and cash (if any) to be 
paid, to the shareholders of the association or State bank being merged 
into the receiving association; and 

(4) provide that the receiving association shall be liable for all 
liabilities of the association or State bank being merged into the 
receiving association. 

(b) If a merger shall be voted for at the called meetings by the necessary 
majorities of the shareholders of each association or State bank participat- 
ing in the plan of merger, and thereafter the merger shall be approved by 
the Comptroller, any shareholder of any association or State bank to be 
merged into the receiving association who has voted against such merger 
at the meeting of the association or bank of which he is a stockholder, or 
has given notice in writing at or prior to such meeting to the presiding 
officer that he dissents from the plan of merger, shall be entitled to receive 
the value of the shares so held by him when such merger shall be approved 
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by the Comptroller upon written request made to the receiving association 
at any time before thirty days after the date of consummation of the merger, 
accompanied by the surrender of his stock certificates. 

(c) The value of the shares of any dissenting shareiolder shall be 
ascertained, as of the effective date of the merger, by an appraisal made 
by a committee of three persons, composed of (1) one selected by the vote 
of the holders of the majority of the stock, the owners of which are entitled 
to payment in cash; (2) one selected by the directors of the receiving 
association; and (8) one selected by the two so selected. The valuation 
agreed upon by any two of the three appraisers shall govern. If the 
ralue so fixed shall not be satisfactory to any dissenting shareholder who 
has requested payment, that shareholder may, within five days after being 
notified of the appraised value of his shares, appeal to the Comptroller, 
who shall cause a reappraisal to be made which shall be final and binding 
as to the value of the shares of the appellant. 

(d) If, within ninety days from the date of consummation of the 
merger, for any reason one or more of the appraisers is not selected as 
herein provided, or the appraisers fail to determine the value of such 
shares, the Comptroller shall upon written request of any interested party 
cause an appraisal to be made which shall be final and binding on all 
parties. The expenses of the Comptroller in making the reappraisal or 
the appraisal, as the case may be, shall be paid by the receiving association. 
The value of the shares ascertained shall be promptly paid to the dissenting 
shareholders by the receiving association. The shares of stock of the 
receiving association which would have been delivered to such dissenting 
shareholders had they not requested payment shall be sold by the receiving 
association at an advertised public auction, and the receiving association 
shall have the right to purchase any of such shares at such public auction, 
if it is the highest bidder therefor, for the purpose of reselling such shares 
within thirty days thereafter to such person or persons and at such price 
not less than par as its board of directors by resolution may determine. 
If the shares are sold at public auction at a price greater than the amount 
paid to the dissenting shareholders, the excess in such sale price shall be 
paid to such dissenting shareholders. The appraisal of such shares of 
stock in any State bank shall be determined in the manner prescribed by 
the law of the State in such cases, rather than as provided in this section, 
if such provision is made in the State law; and no such merger shall be in 
contravention of the law of the State under which such bank is incorporated. 
The provisions of this subsection shall apply only to shareholders of (and 
stock owned by them in) a bank or association being merged into the 
receiving association. 

(e) The corporate existence of each of the merging banks or banking 
associations participating in such merger shall be merged into and con- 
tinued in the receiving association and such receiving association shall 
be deemed to be the same corporation as each bank or banking association 
participating in the merger. All rights, franchises, and interests of the 
individual merging banks or banking associations in and to every type 
of property (real, personal, and mixed) and choses in action shall be trans- 
ferred to and vested in the receiving association by virtue of such merger 
without any deed or other transfer. The receiving association, upon the 
merger and without any order or other action on the part of any court or 
otherwise, shall hold and enjoy all rights of property, franchises, and 
interests, including appointments, designations, and nominations, and 
all other rights and interests as trustee, executor, administrator, registrar 
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of stocks and bonds, guardian of estates, assignee, receiver, and committee 
of estates of lunatics, and in every other fiduciary capacity, in the same 
manner and to the same extent as such rights, franchises, and interests 
were held or enjoyed by any one of the merging banks or banking associa- 
tions at the time of the merger, subject to the conditions hereinafter provided. 

(f) Where any merging bank or banking association, at the time of 
the merger, was acting under appointment of any court as trustee, executor, 
administrator, registrar of stocks and bonds, guardian of estates, assignee, 
receiver, or committee of estates of lunatics, or in any other fiduciary 
capacity, the receiving association shall be subject to removal by a court 
of competent jurisdiction in the same manner and to the same extent as 
was such merging bank or banking association prior to the merger. 
Nothing contained in this section shall be considered to impair in any 
manner the right of any court to remove the receiving association and to 
appoint in liew thereof a substitute trustee, executor, or other fiduciary, 
except that such right shall not be exercised in such a manner as to dis- 
criminate against national banking associations, nor shall any receiving 
association be removed solely because of the fact that it is a national 
banking association. 

(g) Stock of the receiving association may be issued as provided by 
the terms of the merger agreement, free from any preemptive rights of the 
shareholders of the respective merging banks. 

Sec. 3. As used in this Act, the term— 

(1) “State bank’ means any bank, banking association, trust 
company, savings bank (other than a mutual savings bank), or other 
banking institution which is engaged in the business of receiving 
deposits and which is incorporated under the laws of any State, or 
which is operating under the Code of Law for the District of Columbia 
(except a national banking association located in the District of 
Columbia) ; 

(2) “‘State’’ means the several States and Territories, the Common- 
wealth of Puerto Rico, the Virgin Islands, and the District of 
Columbia; 

(3) “Comptroller”? means the Comptroller of the Currency; and 

(4) “Receiving association” means the national banking associa- 
tion into which one or more national banking associations or one or 
more State banks, located within the same State, merge. 


SECTION 21 OF THE ACT OF JUNE 16, 1933 
(Ch. 89, 48 Stat. 189; 12 U.S.C. 378) 


Src. 21. (a) After the expiration of one year after the date of 
enactment of this Act it shall be unlawful— 

(1) For any person, firm, corporation, association, business trust, 
or other similar organization, engaged in the business of issuing, 
underwriting, selling, or distributing, at wholesale or retail, or through 
syndicate participation, stocks, bonds, debentures, notes, or other 
securities, to engage at the same time to any extent whatever in 
the business of receiving deposits subject to check or to repayment 
upon presentation of a pass book, certificate of deposit, or other 
evidence of debt, or upon request of the depositor: Provided, That the 
provisions of this paragraph shall not prohibit national banks or State 
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banks or trust companies (whether or not members of the Federal 
Reserve System) or other financial institutions or private bankers 
from dealing in, underwriting, purchasing, and selling investment 
securities to the extent permitted to national banking associations by 
the provisions of section 5136 of the Revised Statutes, as amended 
(U.S.C., Title 12, sec. 24; Supp. VII, Title 12, sec. 24): Provided 
further, That nothing in this paragraph shall be construed as affecting 
in any way such right as any bank, banking association, savings bank, 
trust company, or other banking institution, may otherwise possess to 
sell, without recourse or agreement to repurchase, obligations, evidenc- 
ing loans or real estate; or 


(2) For any person, firm, corporation, association, business trust, 
or other similar organization to engage, to any extent whatever with 
others than his or its officers, agents or employees, in the business of 
receiving deposits subject to check or to repayment upon presentation 
of a passbook, certificate of deposit, or other evidence of debt, or upon 
request of the depositor, unless such person, firm, corporation, asso- 
ciation, business trust, or other similar organization (A) shall be 
incorporated under, and authorized to engage in such business by, the 
laws of the United States or of any State, Territory, or District, and 
subjected, by the laws ot the United States, or of the State, Territory, or 
District wherein located, to examination and regulation, or (B) shall be 
permitted by any State, Territory, or District to engage in such busi- 
ness and shall be subjected by the law of such State, Territory, or 
District to examination and regulation, or (C) shall submit to periodic 
examination by the banking authority of the State, Territory, or 
District where such business is carried on and shall make and publish 

eriodic reports of its condition, exhibiting in detail its resources and 
liabilities, such examination and reports to be made and published at 
the same times and in the same manner and under the same conditions 
as required by the law of such State, Territory, or District in the case 
of incorporated banking institutions engaged in such business in the 
same locality. 

(b) Whoever shall willfully violate any of the provisions of this 
section shall upon conviction be fined not more than $5,000 or impris- 
oned not more than five years, or both, and any officer, director, em- 
ployee, or agent of any person, firm, corporation, association, business 
trust, or other similar organization who knowingly participates in any 
such violation shall be punished by a like fine or imprisonment, or both. 


ACT OF MARCH 4, 1923 


TITLE II—NATIONAL AGRICULTURAL CREDIT 
CORPORATIONS. 


[FoRMATION. 


(Sec. 201. Corporations for the purpose of providing credit facilities 
for the agricultural and livestock industries of the United States, 
to be known as National Agricultural Credit Corporations, may be 
formed by any number of natural persons not less in any case than 
five. Such persons shall enter into articles of association which shall 
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specify the object for which the corporation is formed. Such articles 
of association shall be signed by the persons intending to participate 
in the organization of the corporation and be forwarded to the Comp- 
troller of the Currency to be filed and preserved in his office. ] 


[REQUISITES OF ARTICLES AND CERTIFICATE. 


[Sec. 202. (a) Persons signing such articles of association shall make 
an organization certificate which shall specifically state the name of 
the corporation to be organized, the place where its office is to be 
located, the State or States in which its operations are to be carried on, 
the amount of its capital stock, and the number of shares into which 
the same shall be divided, and that the certificate is made to enable 
the subscribers to avail themselves of the advantages of this chapter. 

[(b) The name of each corporation organized under this title shall 
include the words ‘National Agricultural Credit Corporation.” 

[(c) The organization certificate and articles of association shall 
be acknowledged before some judge of a court of record or notary 
public and shall, together with the acknowledgement thereof duly 
authenticated by the seal of such court or notary, be transmitted to the 
Comptroller of the Currency, who shall file, record, and carefully 
preserve the same in his office. 

[(d) Upon making and filing the articles of association and organ- 
ization certificate with the Comptroller of the Currency, and when 
the Comptroller of the Currency has approved the same and issued a 
written permit to begin business, the corporation shal] be and become 
a body corporate, and shall have power— 

FO To adopt and use a corporate seal. 

(2) To have succession for a period of fifty years unless sooner 
dissolved by the act of shareholders owning two-thirds of its stock or 
by Act of Congress or unless its charter shall be forfeited for violation 
of law. 

[(3) To make contracts. 

[(4) To sue and be sued, complain and defend in any court of law 
or equity, and for purposes of jurisdiction shall be deemed a citizen 
of the State where it is located. 

[(5) To elect or appoint directors and by its board of directors to 
appoint such officers and employees as may be deemed proper; to de- 
fine their authority and duties; to fix their salaries; in its discretion 
to require bonds of any of them and to fix the penalty thereof; and to 
dismiss at pleasure any of such officers or employees. 

[(6) To prescribe by its board of directors by-laws not inconsistent 
with law or the regulations of the Comptroller of the Currency defin- 
ing the manner in which its general business may be conducted, its 
shares of stock be transferred, its directors and officers be elected or 
appointed, its property transferred, and the privileges granted to it 
by law be exercised and enjoyed. 

[(7) To exercise by its board of directors or duly authorized officers 
or agents all powers specifically granted by the provisions of this 
chapter, and such incidental powers as shall be necessary to carry on 
the business for which it is incorporated, within the limitations pre- 
scribed by this chapter, but such corporation shall transact no busi- 
ness except such as is incidental and necessarily preliminary to its 
organization until authorized in writing by the Comptroller of the 
Currency to commence business under the provisions of this chapter. 
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[(8) The affairs of each National Agricultural Credit Corporation 
shall be managed by not less than five directors, who shall be elected 
by the stockholders at a meeting to be held at any time before the 
corporation is authorized by the Comptroller of the Currency to com- 
mence business, and afterwards at meetings to be held on such day in 
January of each year as may be provided in the articles of associa- 
tion. ‘The directors so elected shall hold office for one year, and until 
their successors are elected and have qualified. Every director and 
other officer of the corporation shall, before entering upon the duties 
of his office, take and subscribe an oath before a notary public or other 
official having a seal and authorized to administer oaths, conditioned 
for the faithful performance of the duties of his office. Such oath 
shall be in such form as may be prescribed by the Comptroller of the 
Currency, and shall be filed in the office of the Comptroller of the 
Currency. Any vacancy in the board shall be filled by appointment 
by the remaining directors, and any director so appointed shall hold 
his place until the next election.] 

(Sec. 203. (a) Each National Agricultural Credit Corporation shall 
have power, under such rules and regulations as the Comptroller of 
the Currency may prescribe— 

[(1) To make advances upon, to discount, rediscount, or purchase, 
and to sell or negotiate, with or without its indorsement or guaranty, 
notes, drafts, or bills of exchange, and to accept drafts or bills of ex- 
change, which— 

[(A) Are issued or drawn for an agricultural purpose, or the pro- 
ceeds of which have been or are to be used for an agricultural purpose; 

([(B) Have a maturity, at the time of discount, purchase, or 
acceptance, not exceeding nine months; and 


[(C) Are secured at the time of discount, purchase, or acceptance 
by warehouse receipts or other like documents conveying or securing 
title to nonperishable and readily marketable agricultural products, 
or by chattel mortgages, or other like instruments conferring a first 
and paramount lien upon livestock which is being fattened for market, 
or on ners crops being grown for market. 


[(2) To make advances upon or to discount, rediscount, or pur- 
chase, and to sell or negotiate with or without its indorsement or 
guaranty, notes secured by chattel mortgages conferring a first and 
paramount lien upon maturing or breeding livestock or dairy herds, 
and having a maturity at the time of discount, rediscount, or purchase 
not exceeding three years. 

[(3) To subscribe for, acquire, own, buy, sell, and otherwise deal in 
Treasury certificates of indebtedness, bonds or other obligations of 
the United States to such extent as its board of directors may de- 
termine. 

[(4) To act, when requested by the Secretary of the Treasury, 
as fiscal agent of the United States, and to perform such services as 
the Secretary of the Treasury may require in connection with the 
issue, sale, redemption or repurchase of bonds, notes, Treasury 
certificates of indebtedness, or other obligations of the United States. 

[(5) To purchase, hold, acquire, and dispose of shares of the capital 
stock of any corporation organized under the provisions of section 
207, of this title, in an amount not to exceed at any time 20 per centum 
of its paid in and unimpaired capital and surplus. 
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[(6) To purchase, hold, and convey real estate for the following 
purposes, and for no others: 

[(A) Such as shall be necessary for its accommodation in the trans- 
action of its business. 

[(B) Such as shall be mortgaged to it in good faith by way of 
security for debts previously contracted. 

[(C) Such as shall be conveyed to it in satisfaction of loans or 
advances made or debts previously contracted in the course of its 
dealings. 

[(D) Such as it shall purchase at sales under judgments, decrees, 
or mortgages held by the corporation or shall purchase to secure debts 
due to it. 

[(7) To act as custodian, trustee, or agent for holders of notes, 
drafts, or bills of exchange sold or negotiated under paragraphs (1) 
and (2) of subdivision (a) of this section or under section 207. 

[(8) To issue, subject to such regulations as the Comptroller of the 
Currency may prescribe, collateral trust notes or debentures, with a 
maturity not exceeding three years, and to pledge as security for 
such notes or debentures any notes, drafts, bills of exchange, or other 
securities held by the corporation ‘under the terms of this chapter. 
The regulations of the Comptroller of the Currency may prescribe the 
form of notes of debentures, and of notes, drafts, bills of exchange, 
warehouse receipts, chattel mortgages, or other instruments which 
may be pledged as security therefor, the provisions which may be 
made with regard to release, substitution, or exchange of such securi- 
ties, and with regard to protection, supervision, inspection, and 
reinspection of the agricultural commodities or livestock pledged or 
mortgaged as security therefor. 

[(b) The United States Government shall assume no liability 
direct or indirect, for any debentures or other obligations issued under 
this chapter, and all such debentures and other obligations shall con- 
tain conspicuous and appropriate language, to be prescribed in form 
and substance by the Comptroller of the Currency and approved by 
the Secretary of the Treasury, clearly indicating that no such liability 
is assumed. 

[(c) Any obligation referred to in paragraphs (1) or (2) of sub- 
division (a) of this section which is secured by chattel mortgage upon 
livestock of an estimated market value at least equal to the face 
amount of such obligation, may be additionally secured by mortgage 
or deed of trust upon real estate or by other securities, under such 
regulations as may be made by the Comptroller of the Currency.] 


[LiMITATIONS. 


[Src. 204. Except as hereinafter provided in section 207 of this 
title, no National Agricultural Credit Corporation shall incur liabili- 
ties, whether direct or contingent, in excess of ten times its paid in and 
unimpaired capital and surplus; nor shall any such corporation make 
advances to or hold notes or other direct obligations of any person or 
corporation, or have outstanding acceptances for any person or cor- 
poration, in an amount exceeding 20 per centum of the paid in and 
unimpaired capital and surplus of such corporation, unless such ad- 
vances, notes, acceptances, or other obligations are adequately secured 
by warehouse receipts representing readily marketable and non- 
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perishable agricultural commodities, in which event the amount of 

such advances to, or notes or other direct obligations of, or accept- 

ances for, such one person, association, or corporation shall not exceed 

50:-per centum of such paid in and unimpaired capital and surplus. 

No such corporation shall purchase, own, or deal in any livestock 

ag taken in the course of liquidation of obligations held 
y it. 


[INTEREST RATES. 


[Sxrc. 205. (a) Any National Agricultural Credit Corporation may 
charge on any loan or discount made, or upon any note, bill of ex- 
change, or other evidence of debt, interest at the rate allowed by the 
laws of the State in which such corporation is located. 

[(b) The taking, receiving, reserving, or charging a rate of interest 
greater than is allowed by the preceding section, when knowingly 
done, shall be deemed a forfeiture of the entire interest which the 
note, bill, or other evidence of debt carries with it or which has 
been agreed to be paid thereon. In case the greater rate of interest 
has been paid, the person by whom it has been paid, or his legal repre- 
sentative, may recover back in an action in the nature of an action for 
debt twice the amount of the interest thus paid from the corporation 
taking or receiving the same, provided such action is commenced 
within two years from the time the usurious interest was collected.] 


[cAPITAL STOCK. 


(Src. 206(a). No National Agricultural Credit Corporation shall be 
permitted to commence business with a paid-in capital of less than 
$250,000, and no permit to begin business shall be issued to any such 
corporation by the Comptroller of the Currency until there shall have 
been filed with him a certificate signed by the president or treasurer 
and by individuals comprising a majority of the board of directors of 
such corporation showing that at least 50 per centum of the authorized 
capital stock of such corporation has been paid in, in cash; and the 
remainder of the capital stock of such corporation shall be paid in in- 
stallments of at least 10 per centum each on the whole amount of the 
capital, and the entire authorized capital stock shall be paid in within 
six months from the date upon which such corporation shall be author- 
ized by the Comptroller of the Currency to commence business. The 
payment of each installment shall be certified to the Comptroller of 
the Currency under oath by the president or cashier of such corpora- 
tion. 

[(b) The capital stock of any such corporation may be increased 
at any time with the approval of the Comptroller of the Currency 
by a vote of two-thirds of the holders of its issued and outstanding 
capital stock, or by written consent of all of its shareholders without 
a meeting and without a formal vote; and may be reduced in like 
manner: Provided, That in no event shall such capital stock be reduced 
to an amount less than one-tenth of its then outstanding indebtedness, 
direct or contingent, or to an amount less than $250,000, nor without 
at the same time reducing proportionately outstanding liabilities. 
No National Agricultural Credit Corporation, except as herein pro- 
vided, shall withdraw or permit to be withdrawn, either in the form 
of dividends or otherwise, any portion of its paid-in capital, and section 
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5240 of the Revised Statutes, prohibiting the payment of unearned 
dividends or the withdrawal of capital of national banks, shall be held 
to apply to National Agricultural Credit Corporations. 

{[(c) The provisions and limitations contained in section 5139 of 
the Revised Statutes, relative to transfer of the shares of the capital 
stock of national banks, shall apply to National Agricultural Credit 
Corporations. 

{[(d) Whenever any shareholder or his assign fails, upon demand 
of the Comptroller of the Currency, to pay his subscription or any 
part thereof on stock of any National Agricultural Credit Corporation 
subscribed to by him, the directors of the corporation, after fifteen 
days’ notice, shall proceed in the manner prescribed by section 5141 
of the Revised Statutes for the collection of unpaid subscriptions to 
stock of national banks. 

[(e) Section 5144 of the Revised Statutes, which relates to the 
right of shareholders of national banks to vote by proxy, shall be held 
to apply to shareholders of National Agricultural Credit Corpora- 
tions. ] 

[ REDISCOUNT CORPORATIONS 


(Sec. 207(a). That National Agricultural Credit Corporations hav- 
ing an authorized capital stock of $1,000,000 or over may be organized 
under the provisions of this title, to exercise all the powers enumerated 
in section 203, except that in lieu of the powers conferred in para- 
graphs (1) and (2) of subdivision (a) of such section, such corpora- 
tions shall have powers— 

{(1) Upon the indorsement of any National Agricultural Credit Cor- 
oration, or of any bank or trust company which is a member of the 
‘ederal Reserve System, to rediscount for such corporation, bank, or 

trust company, notes, drafts, bills of exchange, and acceptances, which 
conform to the requirements of paragraphs (1) and (2) subdivision 
(a) of section 203. Such indorsement shall be deemed to be a waiver 
of demand notice and protest by such corporation as to its own indorse- 
ment exclusively. 

[(2) To discount or purchase notes, drafts, or bills of exchange 
issued or drawn by cooperative associations of producers of agricultural 
products, provided such notes, drafts, or bills of exchange are secured 
at the time of discount or purchase by warehouse receipts or other like 
documents conveying or securing title to nonperishable and readily 
marketable agricultural products, and have a maturity at the time of 
discount or purchase not exceeding nine months. 

[(3) To sell or negotiate with or without recourse any note, draft, or 
bill of exchange discounted or purchased hereunder. 

[(b) National Agricultural Credit Corporations organized under 
the provisions of this section, shall not be subject to the limitations 
contained in section 204, but the Comptroller of the Currency may, 
by general regulations, from time to time prescribe the amount of 
indebtedness, direct or contingent, which such corporations may 
incur, and the aggregate amount of paper of different types which 
such corporations may rediscount for any one corporation. 

[(c) Corporations with powers limited, as provided in this section, 
shall not be subject to the requirements as to deposits of bonds 
or other obligations of the United States, as provided in section 208 
of this title.] 
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{PERMIT TO BEGIN BUSINESS 


[Sec. 208. (a) No National Agricultural Credit Corporation, 
except corporations with powers limited as provided in section 207 
shall commence business until it has deposited with the Federal 
Reserve Bank of the district wherein it has its place of business, bonds 
or other obligations of the United States in an aggregate face amount 
at least 25 per centum of its paid-in capital stock. Each such cor- 

oration shall at all times keep on deposit with such Federal Reserve 

ank an amount of such bonds or other obligations of the United 
States at least equal in face value to 7% per centum of the aggregate 
indebtedness of such corporation, direct or contingent, said amount to 
include the 25 per centum deposited as hereinbefore by this section 
provided. Except as hereinafter provided, such bonds or other obli- 
gations shall be held by such Federal Reserve Bank, subject to the 
direction and control of the Comptroller of the Currency, in trust for 
the equal and pro rata protection and benefit of all holders of notes, 
debentures, drafts, bills of exchange, or acceptances upon which such 
corporation may be directly or contingently liable. Upon receipt 
of proper evidence that the amount of such bonds or other obligations 
of the United States so deposited exceeds 7% per centum of such 
aggregate indebtedness, the Comptroller of the Currency may release 
such excess, provided that the amount remaining on deposit shall in 
no event be reduced below 25 per centum of the paid-in capital stock 
of such corporation. Under such regulations as the Comptroller of 
the Currency may prescribe, a Federal Reserve Bank may, upon 
request of the corporation which deposited the same, sell any such 
bonds or obligations for account of such corporation, and permit such 


corporation to use the proceeds thereof for the protection or preserva- 
tion of any property pledged or mortgaged as security for obligations 
y. 


owned or indorsed by the corporation. If by reason of such sale the 
face amount of such bonds or other obligations of the United States 
remaining on deposit with such Federal Reserve Bank shall be less 
than 7% per centum of such aggregate indebtedness of the corporation, 
no further advances shall be made, or notes, drafts, or bills of exchange 
discounted, rediscounted, accepted, or purchased, by such corporation 
until sufficient additional bonds or other obligations of the United 
States have been deposited to make good the deficiency. 

[(b) In determining whether to grant permission to do business 
to any National Agricultural Credit Corporation, the Comptroller 
of the Currency shall take into account the extent to which the laws 
of the State or States in which the corporation will do business afford 
adequate protection to advances made upon the security of warehouse 
receipts covering agricultural commodities or chattel mortgages upon 
livestock with respect to (1) bonding, licensing, and inspection of 
warehouses; (2) recordation of chattel mortgages or deeds of trust on 
livestock; (3) recordation of brands or other identifying marks on 
livestock; (4) reporting and recording of interstate shipments and 
slaughter of livestock; and (5) right of mortgagee to release a portion 
of the mortgaged property without prejudice to the priority of lien 
as against junior lienors or other creditors of the mortgagor.] 
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[MISCELLANEOUS ADMINISTRATIVE PROVISIONS. 


[Sec. 209. (a) All National Agricultural Credit Corporations shall 
be under the supervision of the Comptroller of the Currency, who 
shall be charged with the execution of all laws of the United States 
relating to the organization, regulation, and control of such corpora- 
tions. The Comptroller of the Currency shall exercise the same 
general power of supervision over such corporations as he exercises 
over national banks organized under the laws of the United States. 

{(b) In addition to the two Depaty Comptrollers of the Veneer 
now ee for by law, there shall be in the Bureau of the Comptrol- 
ler of the Currency a third Deputy Comptroller of the Currency who 
shall be appointed in the same manner and shall take a like oath of 
office and give a like bond as the Deputy Comptrollers now provided 
for by law. Under the direction of the Comptroller of the Currency, 
such additional Deputy Comptroller shall have charge of the adminis- 
tration of the provisions of this title relating to the organization and 
operation of National Agricultural Credit Corporations and shall 
pane such other duties as shall be assigned to him by the Comptrol- 
er of the Currency. The Comptroller of the Currency is hereby 
authorized to adic such additional examiners, clerks, and other 
employees as he deems necessary to carry out the provisions of this 
title and to assign to duty in the office of his bureau in Washington 
such examiners and assistant examiners as he shall deem necessary to 
assist in the performance of the work of that bureau. The salaries of 
the Deputy Comptroller of the Currency and of such additional 
examiners, assistant examiners, clerks, and other employees shall be 
fixed in advance by the Comptroller of the Currency. The salaries 
of the two Deputy Comptrollers now provided for by law and of all 
national bank examiners and assistant examiners assigned to duty in 
the office of the bureau in Washington in connection with the supervi- 
sion of national banks shall be considered part of the expenses of the 
examinations provided for by section 5240 of the Revised Statutes, as 
amended; and the salaries of such additional Deputy Comptrollers 
and of all examiners, assistant examiners, clerks, and other employees 
appointed under the terms of this title and assigned to duty in connec- 
tion with the administration of this title a considered part of 
the expenses of the administration of this title: Provided, however, 
That the salary of the additional Deputy Comptroller provided for 
by this subdivision shall be considered partly an expense of the ad- 
ministration of this title in proportions to be determined from time to 
time by the Comptroller of the Currency with a view to a fair appor- 
tionment of such expense, until such time as it shall be necessary for 
such additional Deputy Comptroller to give his full time to the 
administration of this title. The Comptroller of the Currency shall 
have power to levy semiannually upon the National Agricultural 
Credit Corporations operating under the provisions of this chapter, 
in proportion to their total assets, an assessment sufficient to pay the 
expenses of the administration of this chapter for the ensuing half 
year, together with any deficit carried forward from the preceeding 

alf year. Each such corporation shall pay the amount so assessed 
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—— it to the Treasurer of the United States subject to the order 
of the Comptroller of the Currency to be disbursed by the Comptroller 
in payment of expenses incurred in the administration of this chapter. ] 

{(c) The Comptroller of the Currency shall have power to appoint 
and fix the compensation of examiners to examine National Agri- 
cultural Credit Corporations or to use national bank examiners 
for this purpose. All examiners appointed by him shall be subject to 
existing provisions of law relating to national bank examiners and 
to the provisions of the Federal Reserve Act which prohibit national 
bank examiners from performing any service for compensation for 
any bank or officer and from disclosing the names of borrowers or the 
collateral for loans without obtaining the written consent of the 
Comptroller of the Currency, and such provisions shall be held to 
apply to examiners appointed to examine corporations organized 
under the provisions of this chapter. 

[(d) The expense of all of the examinations of National Agri- 
cultural Credit Corporations shall be assessed by the Comptroller of 
the Currency upon the corporations examined in proportion to assets 
or resources held by the corporations upon the dates of examination of 
the various corporations: Provided, That a minimum charge of $50 
shall be made for each such examination. 

(e) Repealed. June 25, 1948, eh. 645, § 21, 62 Stat. 862, eff. 
Sept. 1, 1948. 

[(f) National Agricultural Credit Corporation shall be required to 
make reports to the Comptroller of the Currency at the time and in 
the manner required by sections 5211 and 5212 of the Revised Statutes, 
and shall be subject to the provisions, so far as the same may be held 
by said Comptroller to be applicable, of section 5213 of the Revised 
Statutes. 

{(g) The Secretary of Agriculture may issue a license to any 
person, upon presentation to him of satisfactory evidence that such 
person is competent to inspect livestock as a basis for loans. The 
Secretary of Agriculture may suspend or revoke any license issued by 
him under this subdivision whenever, after opportunity for hearing 
has been given to the licensee, the Secretary shall determine that such 
licensee is incompetent, or has knowingly or carelessly made false or 
erroneous inspection reports with respect to any livestock, or has ac- 
cepted any money or other consideration, directly or indirectly, for 
any neglect or improper performance of duty, or has in any other 
manner shown himself to be unfit to act as a livestock inspector. Pend- 
ing investigation the Secretary of Agriculture, whenever he deems it 
necessary, may suspend a license temporarily without a hearing. It 
shall be unlawful for any person other than a holder of a license duly 
issued under this subdivision, or any person whose license has been 
suspended or revoked under the terms of the subdivision, to represent 
that he is a federally licensed livestock inspector, and any violation 
of this provision shall be punishable by a fine of not more than $1,000, 
or by imprisonment for not more than one year, or both. 


mm Repealed. June 25, 1948, ch. 645, § 21, 62 Stat. 862, eff. Sept. 1, 
48. 


[(i) The Comptroller of the Currency shall allot to the Department 
of Agriculture from time to time such sums as may be estimated to be 
necessary for the administration of the functions vested in that 
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department by this chapter, and mer ratably assess the same from 
time to time against National Agricultural Credit Corporations. ] 


[BANKS MEMBERS OF THE FEDERAL RESERVE SYSTEM MAY BECOME 
STOCK HOLDERS 


[Sec. 210. Any member bank of the Federal Reserve System may 
file application with the Comptroller of the Currency for permission 
to invest an amount not exceeding in the aggregate 10 per centum of its 

aid-in capital stock and surplus in the stock of one or more of the 
ational Agricultural Credit Corporations, and upon approval of 
such application may purchase such stock. The Comptroller of the 
Currency shall have discretion to approve or reject such application in 
whole or in part.] 
[TAXATION. 


(Sec. 211. Taxation by a State of the shares in National Agricul- 
tural Credit Corporations, or of dividends derived therefrom, or of 
the income of said corporations, or real estate owned by them, shall 
be such only as is or may be authorized by law in the case of national 
banking associations; and taxation by a State of the debentures or 
other eikeuiote of such corporations shall not be at a higher rate than 
the rate applicable to other moneyed capital in the hands of individual 
citizens thereof.] 

[pEposits. 


[Sec. 212. The moneys of National Agricultural Credit Corpora- 
tions may be kept on deposit subject to check in any member bank of 
the Federal reserve system. ] 


[CONVERSION OF CORPORATIONS. 


(Sec. 213. (a) Any agricultural or livestock financing corporation 
incorporated by special law of any State or organized under the general 
laws of any State and having an unimpaired capital sufficient to entitle 
it to become a National Agricultural Credit Corporation may, by the 
vote of the shareholders owning not less than 51 per centum of the capi- 
tal stock of such corporation, with the approval of the Comptroller 
of the Currency, be converted into a National Agricultural Credit 
Corporation under this title with any name approved by the Comp- 
troller of the Currency: Provided, That the said conversion shall not 
be in contravention of the State law. 

[(b) In such case the articles of association and organization cer- 
tificate may be executed by a majority of the directors of the corpo- 
ration, and the certificate shall declare that the owners of 51 per 
centum of the capital stock have authorized the directors to make such 
certificate and to change or convert the corporation into a National 
Agricultural Credit Corporation. A majority of the directors, after 
executing the articles of association and the organization certificate, 
shall have power to execute all other papers and to do whatever may 
be required to make its organization perfect and complete as a National 
Agricultural Credit Corporation. The shares of any such corporation 
may continue to be for the same amount each as they were before the 
conversion, and the directors may continue to be directors of the 
corporation until others are elected or appointed. 
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[(c) When the Comptroller of the Currency has given to such 
corporation a certificate that the provisions of this title have been 
complied with, such corporation, and all its stockholders, owners, and 
employees, shall have the same powers and privileges and shall be sub- 
ject to the same duties, liabilities, and regulations, in all respects, as 
shall have been prescribed by this title for corporations originally 
organized as National Agricultural Credit Corporations.] 


[CONSOLIDATION OF CORPORATIONS. 


[Sec. 214. (a) Any two or more National Agricultural Credit Cor- 
porations, with the approval of the Comptroller of the Currency, may 
consolidate into one corporation under the charter of either or any of 
the existing corporations on such terms and conditions as may be law- 
fully agreed upon by a majority of the board of directors of each cor- 
poration proposing to consolidate, such agreement to be ratified and 
confirmed by the affirmative vote of the shareholders of each of such 
corporations owning at least two-thirds of its capital stock outstand- 
ing, at a meeting to be held on the call of the directors after publishing 
notice of the time, place, and object of the meeting for four consecutive 
weeks in some newspaper published in the place where the said cor- 
poration is located, and if no newspaper is published in the place then 
in a paper published nearest thereto, and after sending such notice to 
each shareholder of record by registered mail at least ten days prior to 
said meeting: Provided, That the capital stock of such consolidated 
corporation shall not be less than $250,000 paid in if the corporations 
consolidated are organized to exercise the powers covered by section 
203, or less than $1,000,000 paid in if the corporations consolidated 
are those organized under section 207. 

[(b) When such consolidation shall have been effected and ap- 
proved by the Comptroller of the Currency any shareholder of either 
of the corporations so consolidated who has not voted for such consoli- 
dation may give notice to the board of directors of the corporation in 
which he is interested, within twenty days from the date of the certifi- 
cate of approval of the Comptroller of the Currency, that he dissents 
from the plan of consolidation as adopted and approved, whereupon 
he shall be entitled to receive the value of the shares so held by him, to 
be ascertained by an appraisal made by a committee of three persons, 
one to be selected by the shareholder, one by the directors, and the 
third by the two so chosen; and in case the value so affixed shall not be 
satisfactory to the shareholder, he may within five days after being 
notified of the appraisal appeal to the Comptroller of the Currency, 
who shall cause a camaedicalen be made, which shall be final and bind- 
ing; and if said reappraisal shall exceed the value affixed by said com- 
mittee, the corporation shall pay the expense of the reappraisal, other- 
wise the appellant shall pay said expense; and the value so ascertained 
and determined shall be deemed to be a debt due and be forthwith 
paid to said shareholder by said corporation, and the shares so paid 
shall be surrendered and after due notice sold at public auction within 
thirty days after the final appraisement provided for by this title. 

[(c) Where corporations consolidate under the provisions of this 
title all of the rights, franchises, and interest of said corporations shall 
be consolidated in and to every species of property, personal and 
mixed, and choses in action thereto belonging, and shall be deemed to 
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be transferred to and vested in the corporation into which it is consoli- 
dated without any deed or other transfer, and the said consolidated 
corporation shall hold and enjoy the same and all rights of property, 
franchises, and interest, in the same manner and to the same extent 


as they were held and enjoyed by the corporations so consolidated 
therewith.] 


(INSOLVENCY, RECEIVERSHIP, AND LIQUIDATION. 


(Sec. 215. (a). Whenever any National Agricultural Credit Cor- 
poration shall be dissolved and its rights, privileges, and franchises 
declared forfeited as prescribed in the preceding section, or whenever 
any creditor of any such corporation shall have obtained a judgment 
against it in any court of record and made application accompanied 
by a certificate from the clerk of the court, stating that such judgment 
has been rendered and has remained unpaid for the space of thirty days 
or whenever the Comptroller of the Currency shall become satisfied of 
the insolvency of such corporation, he may, after due examination of its 
affairs in either case, appoint a receiver who shall proceed to wind uv 
the affairs of such corporation. The receiver so appointed shall exer- 
cise the powers and be subject to the restrictions of receivers of national 
banks; and the Comptroller of the Currency shall have the same 
powers and duties in connection with the administration of such 
ee as he has in reference to the receivership of national 

anks. 

[(b) Shareholders’ agents for shareholders of National Agricultural 
Credit Corporations may be appointed in the manner prescribed by 
section 3 of the Act of Juno 30, 1876, as amended, and shall have the 
same general powers and duties and be subject to the same restrictions 
as shareholders’ agents of a national bank. 

[(c) Any National Agricultural Credit Corporation may go into 
liquidation and be closed by the vote of its shareholders owning two- 
thirds of its stock. Whenever a vote is taken to go into liquidation 
it shall be the duty of the board of directors to cause notice of this 
fact to be certified under the seal of the corporation by its president 
or cashier to the Comptroller of the Currency and publication there- 
of to be made for a period of two months in a newspaper published 
in the city or town in which the corporation is located, or if no news- 
paper is there published, in the newspaper published nearest there- 
to, that the corporation is closing up its affairs and notifying the 
creditors to present their claims against the corporation for payment. 
All such claims shall be presented to and approved by a liquidating 
agent to be appointed by the board of directors of such corporation, 
with the approval of the Comptroller of the Currency, and the affairs 
of such corporation shall be liquidated by such agent and under the 
supervision of the Comptroller of the Currency.] 


[RESERVATION OF RIGHT TO AMEND. 


(Src. 217. The right to amend, alter, or repeal the provisions of 
this title is hereby expressedly reserved. ] 


O 
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86TH CoNGRESS HOUSE OF REPRESENTATIVES Report 
Ist Session No. 695 


MUTUAL SECURITY ACT OF 1959 


JULY 21, 1959.—Ordered to be printed 


Mr. Moraany, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H.R. 7500) 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H.R. 7500) to 
amend further the Mutual Security Act of 1954, as amended, and for 
other purposes, having met, after full and free conference, have agreed 
to recommend and do recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: That this Act may be cited as the “Mutual 
Security Act of 1959”’. 


STATEMENT OF POLICY 


Src. 2. Section 2 of the Mutual Security Act of 1954, as amended, 
which is a statement of policy, is amended to read as follows: 

“Sec. 2. SrareEMENT or Poticy.—(a) It is the sense of the Congress 
that peace in the world increasingly depends on wider recognition, both in 
principle and practice, of the dignity and interdependence of men; and 
that the survival of free institutions in the United States can best be 
assured in a world wide atmosphere of expanded freedom. 

“(b) Through programs of assistance authorized by this Act and its 
predecessors, the United States has helped thwart Communist intimidation 
in many countries of the world, has helped Europe recover from the wounds 
of World War II, has supported defensive military preparations of 
nations alerted by Communist aggression, and has soundly begun to 
help peoples of economically underdeveloped areas to develop their 
resources and improve their living standards. 
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“(e) Programs authorized by this Act continue to serve the following 
principal purposes: 

“(1) The Congress recognizes the basic identity of interest which exists 
between the people of the United States and the peoples of other lands who 
are striving to establish and develop politically independent and economi- 
cally viable units, and to produce more goods and services, and to improve 
ways of living by methods which reflect the popular will, and to realize as- 
pirations for justice, for education, and for dignity and respect as individ- 
ual human beings, and to establish responsible governments which will 
cooperate with other like-minded governments. The Congress declares it 
to be a primary objective and need of the United States, and one consistent 
with its tradition and ideals, to share these strivings by providing assistance, 
with due regard for our other obligations, to peoples willing to work ener- 
getically toward these ends. 

“(2) The Congress recognizes that the peace of the world and the 
security of the United States are endangered so long as international 
communism and the nations it controls continue by threat of military 
action, by the use of economic pressure, and by internal subversion, or 
other means to attempt to bring under their domination peoples now free 
and independent and continue to deny the rights of freedom and self- 
government to peoples and nations once free but now subject to such 
domination. The Congress declares it to be the policy of the United 
States to continue so long as such danger to the peace of the world and to 
the security of the United States persists, to make available to other free 
nations and peoples upon request assistance of such nature and in such 
amounts as the United States deems advisable compatible with its own 
stability, strength, and other obligations, and as may be needed and 
effectively used by such free nations and peoples to help them maintain 
their freedom. 

“(d) It is the sense of the Congress that inasmuch as— 

“(1) the United States, through mutual security programs, has 
made substantial contributions to the economic recovery and rehabili- 
tation of the nations of Western Europe; and 

“(2) due in part to those programs, it has been possible for such 
nations to achieve complete economic recovery and to regain their 
military strength; and 

““(3) certain other friendly nations of the world remain. in need of 
assistance in order that they may defend themselves against aggressicen 
and contribute to the security of the free world; 

those nations which have been assisted in their recovery should, in the 
future, share with the United States to a greater extent the financial burden 
of providing aid to those countries which are still in need of assistance of 
the type provided under this Act. 

“(e) It is the sense of the Congress that assistance provided under this 
Act shall be administered so as to assist other peoples in their efforts to 
achieve self-government or independence under circumstances which will 
enable them to assume an equal station among the free nations of the 
world and to fulfill their responsibilities for self-government or inde- 
pendence. To this end, assistance shall be rendered where appropriate 
and feasible in such a way as to promote the emergence of political units 
which are economically viable, either alone or in cooperation with neigh- 
boring units.” 
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Cuaprer I—Muuirary ASSISTANCE 
MILITARY ASSISTANCE 


Sze. 101. Chapter I of the Mutual Security Act of 1954, as amended, 
which relates to military assistance, is amended as follows: 
(a) Amend section 103(a), which relates to authorization, to read as 


ows: 

“(a) There is hereby authorized to be appropriated to the President 
for use beginning in the fiscal year 1960 to carry out the purposes o 
this chapter not to exceed $1,400,000,000, which shall remain available 
until expended. Programs of military assistance subsequent to the fiseal 
year 1960 program shall be budgeted so as to come into competition fer 
financial support with other actwities and programs of the Dakattnent 
of Defense. ere is hereby authorized to be appropriated to the Pres- 
went for the fiscal years 1961 and 1962 such sums as may be necessary 
from time to time to carry out the purposes of this chapter, which sums 
shall remain available until expended.” 

(b) Amend section 105(b), which relates to conditions applicable to 
military assistance, as follows: 

(1) Amend paragraph (4) to read as follows: 

“(4) Military equipment and materials may be furnished to the 
other American Republics only in furtherance of missions directly 
relating to the common defense of the Western Hemisphere which 
are found by the President to be important to the security of the United 
States. The President annually shall review such findings and shall 
determine whether military assistance is necessary. Internal secur- 
ity requirements shall not, unless the President determines otherwise, 


be the basis for military assistance yecgnoms to American Republics. 


The aggregate amount of funds which may be obligated or reserved 

during the fiscal year 1960 for furnishing military assistance to 

American Republics shall not exceed the aggregate amount of funds 

obligated or reserved for such purpose during the fiscal year 1959.” 
(2) Add the following new paragraph: 

“(5) To the extent feasible and consistent with the other purposes 
of this chapter, administrators of the military assistance program 
shall encourage the use of foreign military forces in underdeveloped 
countries in the construction of public works and other activities 
helpful to economic development.” 


CHapreR II]—Economic ASSISTANCE 
DEFENSE SUPPORT 


Sec. 201. Section 131(b) of the Mutual Security Act of 1954, as 
amended, which relates to defense support, 1s amended by striking out 
“1959” and “$810,000 ,000” and substituting ‘‘1960” and “$751 ,000,000”’, 
respectiwely. 

UTILIZATION OF COUNTERPART FUNDS 


Sze. 202. Clause (iii) of section 142(b) of the Mutual Security Act 
of 1954, as amended, which relates to utilization of funds in Special Ac- 
counts, is amended by inserting immediately before the period at the end 
thereof the following: ‘“‘: Provided further, That whenever funds from 
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such Special Account are used by a country to make loans, all funds re- 
ceived in repayment of such loans prior to termination of assistance to 
such country shall be reused only for such purposes as shall have been 
agreed to between the country and the Government of the United States’. 


DEVELOPMENT LOAN FUND 


Src. 208. Title II of chapter II of the Mutual Security Act of 1954, 
as amended, which relates to the Development Loan Fund, is amended 
as follows: 

(a) Amend section 202(b), which relates to general authority, as 
follows: 

(1) Insert the following sentence immediately after the second sentence: 
“The Fund in its operations shall recognize that development loan 
assistance will be most effective in those countries which show a re- 
sponsiveness to the vital long-term economic, political, and social concerns 
of their people, demonstrate a clear willingness to take effective self-help 
measures, and effectively demonstrate that such assistance is consistent 
with, and makes a contribution to, workable long-term economic develop- 
ment objectives.” 

(2) In the next to last sentence, immediately before the period at the 
end thereof, insert the following: “nor shall the fractional reserve main- 
tained by the Development Loan Fund for any guaranty made pursuant 
to this section be less in any case than 50 per centum of the contractual 
liability of the Development Loan Fund under such guaranty, and the 
total contractual liability of the Development Loan Fund under all of such 
guaranties shall not, at any one time, exceed $100,000,000”’. 

(b) Amend section 203, which relates to capitalization, to read as 
follows: 

“Sec. 208. CapirarizaTion.—There is hereby authorized to be appro- 
priated to the President at any time after enactment of the Mutual Security 
Act of 1959 without fiscal year limitation for advances to the Fund after 
June 30, 1959, not to exceed $1,800,000,000 of which not to exceed 
$700,000,000 may be advanced prior to July 1, 1960, and not to exceed 
an additional $1,100,000,000 may be advanced prior to July 1, 1961.” 

(c) In section 204(b), which relates to fiseal provisions, strike out 
“(a)” in the second sentence. 

(d) Amend section 205, which relates to management, powers, and 
authorities, as follows: 

(1) In subsection (b), strike out “three” in the second sentence and 
substitute “four’’. 

(2) In_subsection (c), strike out the last sentence. 


TECHNICAL COOPERATION 


Sze. 204. Title III of chapter II of the Mutual Security Act of 1954, 
as amended, which relates to technical cooperation, is amended as follows: 

(a) In section 304, which relates to authorization, strike out ‘$150,000,- 
000” and “1959” and substitute “$179,500,000” and “1960’’, respec- 
tively. 

(b) Amend section 306, which relates to multilateral technical coopera- 
tion and related programs, as follows: 

(1) In subsection (a), which relates to contributions to the United 
Nations Expanded Program of Technical Assistance and related fund, 
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strike out “$20,000,000” and “1959” and substitute “$30,000,000” and 
“1960”, respectively, and immediately after “for such purpose’ the last 
time it appears insert ‘(including assessed and audited local costs)’’. 

(2) In subsection (6b), which relates to contributions to the technical 
cooperation program of the Organization of American States, strike out 
“1959” and substitute “1960’’. 

(c) In section 308, which relates to the International Development 
Advisory Board, insert “or officers’ after ‘‘officer’”’ in the first sentence 
and strike out “to administer this title” in that sentence. 


SPECIAL ASSISTANCE AND OTHER PROGRAMS 


Sze. 205. Title IV of chapter II of the Mutual Security Act of 1954, 
as amended, which relates to special assistance and other programs, is 
amended as follows: 

(a) Amend section 400, which relates to special assistance, as follows: 

(1) In subsection (a), which relates to authorization, strike out “1959” 
and “$202,500,000” and substitute “1960” and “$247,500,000’, 
respectively. 

(2) In subsection (c), which relates to assistance to American-sponsored 
schools and libraries abroad, strike out ‘‘$10,000,000” and substitute 
“$20,000,000”, and in the last sentence of such subsection strike out 
“for the purposes of this subsection” and insert in lieu thereof the follow- 
ing: “and notwithstanding the provisions of Public Law 213, Eighty- 
second Congress, the President is authorized to utilize foreign currencies 
accruing to the United States under this or any other Act, for the purposes 
of this subsection and for hospitals abroad designed to serve as centers 
for medical treatment, education and research, founded or sponsored by 
citizens of the United States’. 

(6) Insert after section 400 the following new section: 

“Szc. 401, Unirep Nations Emeraency Force.—The Congress 
of the United States, recognizing the important contribution of the United 
Nations Emergency Force to international peace and security, declares it 
to be the policy of the United States and the purpose of this section to 
support the United Nations Emergency Force. The President is hereby 
authorized to use during the fiscal year 1960 funds made available pur- 
suant to section 400(a) of this Act for contributions on a voluntary basis 
to the budget of the United Nations Emergency Force.” 

(c) In section 402, which relates to earmarking of funds, strike out 
“1959” in the first sentence and substitute “1960”; in the same sentence, 
after the words “foreign currencies”’ insert the words “‘or the grant”, and 
at the end of the section, add the following new sentences: “Surplus food 
commodities or products thereof made available for transfer under this 
Act (or any other Act) as a grant or as a sale for foreign currencies may 
also be made available to the maximum extent practicable to eligible 
domestic recipients pursuant to section 416 of the Agricultural Act of 
1949, as amended (7 U.S.C. 1431), or to needy persons within the United 
States pursuant to clause (2) of section 32 of the Act of August 24, 1935, 
as amended (7 U.S.C. 612c). Section 416 of the Agricultural Act of 
1949, as amended (7 U.S.C. 1431), is amended by inserting ‘whether in 
private stocks or’ after ‘commodities’ the first time that word appears.” 

(d) In section 403, which relates to responsibilities in Germany, 
strike out “1959” and “$8,200,000” in the first sentence and substitute 
“1960” and “‘$7,500,000"’, respectively. 
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(e) Amend section 405, which relates to migrants, refugees, and 
escapees, as follows: 

(1) In subsection (c), strike out “1959” and “$1,200,000” and 
substitute ‘‘1960” and “$1,100,000”, respectively. 

(2) In subsection (d), strike out “1959” and “$8,600,000” and 
substitute ‘‘1960” and ‘‘$5,200,000”’, respectively. 

(f) In section 406, which relates to children’s welfare, strike out 
“$11,000,000” and “1959"’ and substitute “$12,000,000” and “1960”, 
respectively. 

(g) In section 407, which relates to Palestine refugees in the Near 
East, strike out “1959” in the first sentence and substitute ‘‘1960’’, and 
in the proviso in the first sentence, strike out “15 per centum” and sub- 
stitute “‘10 per centum’’. 

(h) In section 408(c), which relates to the North Atlantic Treaty 
Organization, strike out ‘four’ and substitute “‘five’’. 

(i) In section 409(c), which relates to ocean freight charges, strike out 
“1959” and “$2,100,000” and substitute “1960” and “$2,300,000”, 
respectively. 

)) Section 410, which relates to Control Act expenses, is repealed. 

(k) Amend section 411, which relates to administrative and other 
expenses, as follows: 

(1) In subsection (b), strike out “1959” and “$33,000,000” and 
substitute ‘1960’ and ‘‘$39,500,000"’, respectively. 

(2) In subsection (c), strike out “, not to exceed $7,000,000 in any 
fiscal year,” ; and insert before the period “‘, and for expenses of carrying 
out the objectives of the Mutual Defense Assistance Control Act of 1951 
(22 USO 1611): Provided, That, in rer tna nds made available for 
carrying out chapter I of this Act shall be available for carrying out the 
objectives of the Mutual Defense Assistance Control Act of 1951 in such 
amounts as the President may direct’’. 

(1) After section 411, insert a new section as follows: 

“Sec. 412. Prestpent’s Sprciat Epvucarion AND TRAINING 
Funpv.—Of the funds appropriated pursuant to this Act for use beginning 
in each of the fiscal years 1960 through 1964, $10,000,000 for each such 
year & be available only as follows: 

““(a) $5,000,000 shall be available until expended only for financing 
studies, research, instruction, and other educational activities of citizens 
of underdeveloped countries in educational institutions in the United 
States, Puerto Rico, and the Virgin Islands. Such financing may 
include payment for transportation, tuition, maintenance and other 
expenses incident to scholastic activities. The President may employ 
such funds to augment programs of this character authorized by section 
$2(b) (2) of the Surplus Property Act of 1944, as amended, and by the 
United States Information and Educational Exchange Act of 1948, as 
amended, and he may consolidate such portions of such $5,000,000 as he 
— deem appropriate with appropriations e to carry out these two 

cts 


“(b) $6,000,000 shall be available until expended only for the training 
of people of underdeveloped countries in skulls which will coniribute to 
economic development. Such training shall be carried out in accordance 
with the policies set forth in title III of chapter II, relating to technical 
cooperation, and such $5,000,000 may be consolidated with appropriations 
made for carrying out title III of chapter II.” 
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(m) Amend section 413, which relates to encouragement of free enter- 
prise and private participation, as follows: 

(1) In subparagraph (b)(4) (A), strike out “any of the purposes of this 
Act”’ and substitute “the development of the economic resources and pro- 
ductive capacities of economically underdeveloped areas or, in the case of 
guaranties issued prior to January 1, 1960, on the basis of applica- 
tions submitted prior to July 1, 1959, any of the purposes of this Act’’. 

(2) In subparagraph ib (4)(F), strike out ‘$500,000,000”" and 
substitute “$1,000,000,000’’. 

(3) In subparagraph (b)(4)(G@), strike out “achieving any of the pur- 
poses of this Act’ and substitute “furthering the development of the 
economic resources and productive capacities of economically under- 
developed areas or, in the case of guaranties issued prior to January 1, 
1960, on the basis of applications submitted prior to July 1, 1959, any 
of the purposes of this Act’’. 

(4) In subsection (c), delete the words ‘a study” following the words 
“shall conduct” and insert in lieu thereof “annual studies to keep the data 
up to date’’; insert immediately before the period at the end of the first 
sentence the following: ‘‘, and to the net position of the United States in 
its balance of trade with the rest of the world’; and in the final sentence 
delete the word “‘study’’ following “such” and insert in liew thereof 
“studies’’. 

(5) Add the following new subsection: 

“(d) Under the direction of the President, the Department of State 
and such other agencies of the Government as the President shall deem 
appropriate shall conduct a study of methods by which the United States 
and other nations including those which are parties to regional agreements 
for economic cooperation to which the United States is a party, or any of 


them, might best together formulate and effectuate programs of assistance 
to strengthen the economies of free nations so as to advance the principal 


purposes of this Act, as stated in section 2 thereof.” 

(n) In section 419(a), which relates to atoms for peace, strike out 
1959” and ‘‘$5,500,000” in the second sentence and substitute “1960” 
and “‘$6,500,000"’ , respectively. 


Cuaprer III—Conrtineency Fonp 


Src. 301. Section 451(b) of the Mutual Security Act of 1954, as 
amended, which relates to the President’s special authority and contingency 
fund, is amended by striking out “1959” in the first sentence and sub- 
stituting “‘1960"’. 


CHaprerR IV—GENERAL AND ADMINISTRATIVE PROVISIONS 


Sec. 401. Chapter IV of the Mutual Security Act of 1954, as amended, 
Fadl relates to general and administrative provisions, is amended as 
ollows: 

(a) In section 508, which relates to termination of assistance, insert 
“(a)” immediately after ‘Termin arion or Assisrancze.—’’, and add 
at the end thereof the following: 

““(b) In any case in which the President determines that a nation has 
hereafter nationalized or expropriated the property of any person as 
ome in section 413(b) and has failed within six months of such nation- 

ization or expropriation to take steps determined by the President to be 
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appropriate to discharge its obligations under international law toward 
such person, the President shall, unless he determines it to be inconsistent 
with the national interest, suspend assistance under this Act to such nation 
until he is satisfied that appropriate steps are being taken. 

““(c) The President shall include in his recommendations to the Con- 
gress for the fiscal year 1961 programs under this Act a specific plan for 
each country receiving bilateral grant assistance in the categories of defense 
support or special assistance whereby, wherever practicable, such grant 
assistance shall be progressively reduced and terminated.” 

(6) In section 504, which relates to small businesses, add the following 
new subsection: 

““(d) Of the funds appropriated pursuant to section 451(b) of this Act, 
the President is authorized to utilize not to exceed $2,500,000 for the fiscal 
year 1960 to make available to foreign small business concerns in under- 
developed countries, or to foreign government organizations established for 
the purpose of helping such concerns in underdeveloped countries, on such 
terms and conditions as he may determine, machine tools, industrial equip- 
ment and other equipment owned by agencies of the United States Govern- 
ment,” 

(ce) In section 505(b), which relates to loan assistance and sales, strike 
out the third sentence and substitute the following: ‘“‘United States dollars 
received in repayment of principal and payment of interest on any loan 
made under this section shall be deposited in miscellaneous receipts of the 
Treasury. Foreign currencies received in repayment of principal and 
payment of interest on any such loan which are in excess of the require- 
ments as determined from time to time by the Secretary of State for pur- 
poses authorized in section 32(b)(2) of the Surplus Property Act of 1944, 
as amended (50 App. U.S.C. 1641(b)), may be sold by the Secretary of the 
Treasury to United States Government agencies for payment of their 
obligations abroad and the United States dollars received as reimbursement 
shall also be deposited into miscellaneous receipt: of the Treasury. For- 
eign currencies so received which are in excess of the requirements of the 

nited States in the payment of its obligations abroad, as such require- 
ments may be determined from time to time by the President, shall be 
credited to and be available for the authorized purposes of the Development 
Loan Fund in such amounts as may be specified from time to time in 
appropriation Acts.” 

(d) In section 510, which relates to purchase of commodities, delete the 
comma following the words “industrial mobilization base’’ in the third 
sentence and insert the following: “or to the net position of the United 
States in its balance of trade with the rest of the world,’’. 

(e) In section 517, which relates to completion of plans and cost esti- 
mates, delete the words ‘‘title I or’’ in the first sentence, and insert ‘‘title 
I, II, or”, and add at the end of such section the following: “To the 
maximum extent practicable, all contracts for construction outside the 
United States made in connection with any agreement or grant subject to 
this section, except any agreement for assistance authorized under title 
Il of chapter II, shall be made on a competitive basis.” 

(f) Amend section 523, which relates to coordination unth foreign policy, 
as follows: 

(1) In subsection (b), add the following new sentence: “The chief o 
the diplomatic mission shall make sure that recommendations of suc 
representatives pertaining to military assistance are coordinated with 
political and economic considerations, and his comments shall accom- 
pany such recommendations if he so desires.” 
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(2) Amend subsection (c) to read as follows: 

“(c) Under the direction of the President, the Secretary of State shall 
be responsible for the continuous supervision and general direction of 
the assistance programs authorized by this Act, including but not limited 
to determining whether there shall be a military assistance program for a 
country and the value Bary! to the end that such programs are effectively 
integrated both at home and abroad and the foreign policy of the United 
States is best served thereby.”’ 

(g) In section 527(b), which relates to employment of personnel, 
strike out “‘sizty’’ and “thirty-five” in the first sentence and substitute 
“seventy” and “forty-five”, respectively, and add the following new sent- 
ence at the end of such section: “One of the offices established by section 
1(d) of Reorganization Plan Numbered 7 of 1953 may notwithstanding 
the provisions of any other law be compensated at a rate not in excess of 
$20,000 per annum.” 

(h) Insert immediately after section 533 the following new section: 

“Sec. 588A, Inspecrok GENERAL AND ComprroLLeR.—(a) There 
is hereby established in the Department of State an office to be known as 
the “Office of the Inspector General and Comptroller’, which shall be 
headed by an officer designated as the “Inspector General and Comp- 
troller”, whose salary shall be fized at the annual rate of $19,000, and who 
shall be appointed by the Secretary of State and be responsible to an 
Under Secretary of State designated for such purpose by the Secretary of 
State. In addition, there shall be a Deputy Inspector General and 
Comptroller, whose salary shall not exceed the maximum rate provided 
under the General Schedule of the Classification Act of 1948, as amended, 
and such other personnel as may be required to carry out the functions 
vested in the Inspector General and Comptroller by or pursuant to this 
section. 

“(b) There are hereby transferred to the Inspector General and Comp- 
troller all functions, powers, and duties of the Office of Evaluation of the 
Internativnal Cooperation Administration, and so much of the functions, 
powers, and duties of the Office of Personnel Security and Integrity as 
relate to investigations of improper activities in connection with programs 
under the International Cooperation Administration. 

“(c) The Inspector General and Comptroller shall have the following 
duties, in addition to those duties transferred to him under subsection (b) 
of this section: 

“(1) Establishing or reviewing and approving a system of finan- 
cial controls over programs of assistance authorized by this Act to 
insure compliance with applicable laws and regulations; 

“(2) Advising and consulting with the Secretary of Defense or his 
delegate with respect to the controls, standards, and procedures estab- 
lished or approved under this section insofar as such controls, 
standards, and procedures relate to assistance furnished under chap- 
ter I of this Act; 

“(3) Establishing or reviewing and approving policies and stand- 
ards providing for extensive internal audits of programs of assistance 
authorized by this Act; 

“(4) Reviewing and approving internal audit programs under this 
section, and coordinating such programs with the appropriate officials 
of other Government departments in order to insure maximum audit 
coverage and to avoid duplication of effort; 
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“(6) Reviewing audit findings and recommendations of operating 
agencies and the action taken thereon, and making recommendations 
with respect thereto to the Under Secretary of State and other appro- 
priate officials; 

“(6) Conducting or requiring the conduct of such special audits 
as in his judgment may be required in individual cases, and of 
inspections with respect to end-item use in foreign countries; 

“(7) Establishing or reviewing and approving a system of finan- 
cial and statistical reporting with respect to all programs of assistance 
authorized by this Act; 

“*(8) Advising the Under Secretary of State and other appropriate 
officials on fiscal and budgetary aspects of proposed programs of 
assistance authorized by this Act; 

““(9) Designing the form and prescribing the financial and statis- 
tical content of the annual program presentation to the Congress; 

“‘(10) Coordinating and cooperating with the General Accounting 
Office in carrying out his duties, to the extent that such duties are 
within areas of responsibility of the General Accounting Office; and 

“(11) Carrying out such other duties as may be vested in him by 
the Under Secretary of State. 

“(d) Expenses of the Office of the Inspector General and Comptroller 
with respect to programs under this Act shall be charged to the appropria- 
tions made to carry out such programs: Provided, That all documenis, 
papers, communications, audits, reviews, findings, recommendations, re- 
ports, and other material which relate to the operation or activities of the 
Office of Inspector General and Comptroller shall be furnished to the 
General Accounting Office and to any committee of the Congress, or any 
duly authorized pubicanindlies thereof, charged with considering legislation 
or appropriation for, or expenditures of, such Office, upon request of the 
ones Accounting Office or such committee or subcommittee as the case 
may be.”’ 

(i) Amend section 534, which relates to reports to the Congress, by 
inserting “(a)” immediately after “Reports.—” and by adding at the 
end thereof the following: 

“(6) All documents, papers, communications, audits, reviews, findings, 
recommendations, reports, and other material which relate to the operation 
or activities of the International Cooperation Administration shall be 
furnished to the General Accounting Office and to any committee of the 
Congress, or any duly authorized subcommittee thereof, charged with con- 
sidering legislation or appropriation for, or expenditures of, such Ad- 
ministration, wpon request of the General Accounting Office or such 
committee or subcommittee as the case may be.”’ 

f i j) Amend section 537, which relates to provisions on uses of funds, as 
ollows: 

(1) In paragraph (5) of subsection (a), strike out “$3,300” and 
substitute “$3,500”. 

ae subsection (c), strike out “$26,000,000” and substitute “$27,- 


(3) Amend subsection (f) to read as follows: 

“(f) During the annual presentation to the Congress of requests for 
authorizations and appropriations under this Act, there shall be submitted 
a detailed report on the assistance to be furnished, country-by-country, 
under title I of chapter II, and under section 400(a), of this Act. The 
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report with senor to each country shall contain a clear and detailed 
engrenehee of the proposed level of aid for such country, and shall include 
a listing of all significant factors considered, and the methods used, in 
determining the level of aid for such country; the reason for including 
each such factor and an explanation of the manner in which each of 
such factors is related to the specific dollar figure which constitutes the 
proposed level of aid for each such country. In addition, with respect to 
assistance proposed to be furnished under title I of chapter II of this 
Act, the report shall contain a clear and detailed explanation on a country- 
by-country basis of the determination of the particular level of forces to 
be supported by the proposed request for authorization and appropriation 
for military assistance, the factors considered and methods used in 
arriving at each country determination, and where the level of forces 
supported by military assistance differs from the total level of forces 
maintained in any such country, an explanation, in detail, of the reason 
for the difference vn such level of forces.” 

(k) In section 543(d), which relates to saving provisions, strike out 
the words between “repealed” and ‘“‘shall’”’ in the first sentence and sub- 
stitute “subsequent to the time such funds are appropriated”; insert 
“or subsequent Acts” after 1957” both times it appears in the second 
sentence; and strike out the last sentence. 

(l) Section 549, which relates to special provisions on availability of 
funds, is repealed. 

(m) After section 549 add the following new sections: 

“Szc. 650. Inrormarion Poticy.—The President shall, in the reports 
required by section 584, or in response to requests from Members of 
the Congress or inquiries from the public, make public all information 
concerning the mutual security program not deemed by him to be in- 
compatible with the security of the United States. 

“Sec. 651. Limrrarion on rue Use or roe Presipent’s SPECIAL 
Aoruoriry.—The authority contained in sections 403, 451, and 501 of 
this Act shall not be used to augment appropriations made pursuant to 
sections 103(b), 408, 411(b), and 411(c) or used otherwise to finance 
activities which normally would be financed from appropriations for 
administrative expenses.” 


CuapTeR V—InTERNATIONAL CooperaTION IN HeattH; CoLomsBo 
Pian Councit ror Tecunicat CooPpERATION 


INTERNATIONAL COOPERATION IN HEALTH 


Sec. 501. (a) The Congress of the United States recognizes that large 
areas of the world are being ravaged by diseases and other health deficiencies 
which are causing widespread suffering, debility, and death, and are 
seriously deterring the efforts of peoples in such areas to develop their 
resources and productive capacities and to improve their living conditions. 
The Congress also recognizes that international efforts are needed to 
assist such peoples in bringing diseases and other health deficiencies 
under control, in preventing their spread or reappearance, and in elimi- 
nating their basic causes. Accordingly, the Congress affirms that it is 
the policy of the United States to accelerate its efforts to encourage and 
support international cooperation in programs directed toward the 
conquest of diseases and other health deficiencies. 
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(b) In order to carry out the purposes of subsection (a) of this section 
and in order to plan logically for an orderly expansion of United States 
te to international health activities, the President 1s authorized to 
undertake, in cooperation directly with other governments, or indirectly 
through utilizing the resources and services of the United Nations and 
the Organization of American States or any of their specialized agencies, 
programs and projects of research, studies, field surveys, trials, and demon- 
strations to determine the feasibility of future intensive programs for 
reduction, control, or eradication of disease problems of international 
importance. Of the funds appropriated pursuant to section 451(b) of 
the Mutual Security Act of 1954, as amended, the sum of $2,000,000 
shall be available to carry out the purposes.of this section. 


COLOMBO PLAN COUNCIL FOR TECHNICAL COOPERATION 


Src. 502. To enable the United States to maintain membership in the 
Colombo Plan Council for Technical Cooperation, there is hereby author- 
tized to be appropriated from time to time to the Department of State such 
sums as may be necessary for the payment by the United States of its share 
of the expenses of the Colombo Plan Council for Technical Cooperation. 


CHaprer VI—CEnTER FOR CULTURAL AND TECHNICAL INTERCHANGE 
Berween East anv Wesr 


STATEMENT OF PURPOSE 


Sec. 601. The purpose of this chapter is to promote better relations and 
understanding between the United States and the nations of Asia and the 
Pacific (hereinafter referred to as “‘the East’) through cooperative study 
and research, by establishing in Hawaii a Center for Cultural and 
Technical Interchange Between East and West, either as a branch of an 
existing institution of higher learning or as a separate institution, where 
scholars and students, in various fields from the nations of the East and 
the Western World may meet, study, exchange ideas and views, and conduct 
other activities primarily in support of the objectives of the United States 
Information and Educational Exchange Act of 1948, as amended, and 
title III of chapter II of the Mutual Security Act of 1954 and other Acts 
promoting the international educational, cultural, ard related activities 
of the United States. 


ESTABLISHMENT OF CENTER 


Szc. 602. In order to carry out the purposes of this chapter the Secre- 
tary of State (hereinafter referred to as Secretary), after consultation with 
appropriate public and private authorities, shall on or before January 8, 
1960, prepare and submit to the Congress a plan and program for— 

(1) the establishment and operation in Hawaii of an educational 
institution to be known as the Center for Cultural and Technical 
Interchange Between East and West through arrangements to be 
made with public, educational, or other nonprofit institutions; 

(2) grants, fellowships, and other payments to outstanding scholars 
and authorities from the nations of the East and Western World as 
a be necessary to attract such scholars and authorities to the 

enter; 
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(3) grants, scholarships, and other payments to qualified candi- 
dates from the nations of the East and West as may be necessary to 
enable such students to engage in study at the Center; and 

(4) making the facilities of the Center available for study to other 
qualified persons on a reasonable basis. 


AUTHORIZATION OF APPROPRIATIONS 


Src. 603. There are authorized to be appropriated, to remain available 
until ecpended, such amounts as may be necessary to carry out the pro- 
visions of this chapter. 


CHaprerR VIJ—AmenpmentTs To OrHER Laws AND MISCELLANEOUS 
Provisions 


AMENDMENTS TO OTHER LAWS 


Szc. 701. (a) The Defense Base Act, as amended (42 U.S.C. 1651), 
is further amended by inserting in subsection (e) of the first section, 
between “‘the approval of this Act,” and ‘“‘and contracting officers’’ in the 
first sentence, the following: “and the liability under this Act of a con- 
tractor, subcontractor, or subordinate contractor engaged in performance 
of contracts, subcontracts, or subordinate contracts specified in subpara- 
graph (5), subdivision (a) of this section, and the conditions set forth 
therein, shall hereafter be applicable to the remaining terms of such 
contracts, subcontracts, and subordinate contracts entered into prior to 
June 30, 1958, but not completed on the date of the enactment of the 
Mutual Security Act of 1959,’’. 

(6) Section 522 of the Foreign Service Act of 1946, as amended (60 
Stat. 1009, 22 U.S.C. 922), is amended by striking out the word “‘and’’ 
at the end of subparagraph (1), by striking out the period at the end of 
subparagraph (2) and substituting a semicolon and the word “and”, and 
=, at the end thereof a new subparagraph (8) which shall read as 

ollows: 

“(3) extend the appointment or assignment of any Reserve officer, 
or continue the services of any such Reserve officer by reappointment 
without regard to the provisions of section 527 of this Act, for not 
more than five additional years if the Secretary deems it to be in 
the public interest to continue such officer in the Service, except that 
the assignment of any Reserve officer under paragraph (2) above 
may not be extended under the provisions of this paragraph without 
the consent of the head of the agency concerned.” 

(c) Section 1011(a) of the United States Information and Educational 
Exchange Act of 1948, as amended (22 U.S.C. 1442), is amended by 
inserting before the period at the end thereof a colon and the following: 
“Provided, That the purpose of making informational media guaranties 
shall be the achievement of the foreign policy objectives of the United 
States, including the objective mentioned in sections 413(b)(4)(A) and 
413(b)(4)(@) of the Mutual Security Act of 1954, as amended’. 

(d) Section 104(k) of Public Law 480, Highty-third Congress (68 Stat. 
454), as amended, ts further amended by inserting “research” immediately 
after “‘conduct’’, and by substituting for the phrase “‘, but no foreign cur- 
rencies shall be used for the purposes of this subsection (k) unless specific 





14 MUTUAL SECURITY ACT OF 1959 


appropriations be made therefor;’” the following: “: Provided, That 
foreign currencies shall be available for the purposes of this subsection (in 
addition to funds otherwise made available for such purposes) only in 
such amounts as may be specified from time to time in appropriation 
Acts;’’. 


EXPENSES OF ANNUAL MEETING OF NORTH ATLANTIC TREATY 
PARLIAMENTARY CONFERENCE 


Sec. 702. There is authorized to be appropriated the sum of $100,000 
for eee of defraying the expenses incident to the annual meeting 
of the North Atlantic Treaty Parliamentary Conference for the year 1959, 


to be held in Washington, District of Columbia. Funds appropriated 
pursuant to this authorization shall be disbursed on vouchers jointly ap- 
proved by the chairmen of the Senate and House delegations to the Con- 
ference, and such approval shall be final and conclusive upon the account- 
ing officers in the auditing of accounts incident to the annual meeting. 


UNITED STATES PARTICIPATION IN WORLD REFUGEE YEAR 


Szc. 708. Of the funds appropriated pursuant to section 451(b) of the 
Mutual Security Act of 1954, as amended, the sum of $10,000,000 shall 
be available for United States participation in World Refugee Year. 
Such sum shall be available for allocation by the President for assistance, 
either directly or through intergovernmental organizations or agencies, to 
the various refugee groups, and shall be used primarily in furtherance of 
permanent solutions of the problems of such groups and in alleviating 
their urgent emergency needs. 

And the Senate agree to the same. 

Tuomas E. Mora@an, 

A. S. J. CARNAHAN, 
CieMENT J. ZABLOCKI, 
Rosert B. CHIPERFIELD, 
Watrer H. Jupp, 


Managers on the Part of the House. 


J. W. Fuusricat, 
THEODORE FRANcIsS GREEN, 
JOHN SPARKMAN, 

Husert H. Humpurey, 
Mike MANSFIELD, 
ALEXANDER WILEY, 
Bourke B, HickENLOOPER, 
Grorce D. AIKEN, 


Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE 
HOUSE 


The managers on the part of the House at the conference on the dis- 
agreeing votes of the two Houses on the amendment of the Senate to 
the bill (H.R. 7500) to amend further the Mutual Sccurity Act of 
1954, as amended, and for other purposes, submit the following state- 
ment in explanation of the effect of the action agreed upon by the 
conferees and recommended in the accompanying conference report: 

The Senate struck out all of the House bill after the enacting clause 
and inserted a substitute amendment. The committee of conference 
has agreed to a substitute for both the House bill and the Senate 
amendment. Except for clarifying, clerical, and necessary conforming 
changes, the differences are noted below: 


INTRODUCTION 


The House bill authorized $3,542,600,000 for fiscal year 1960. The 
Senate amendment authorized $3,543,320,000, together with a con- 
tinuing authorization for military assistance beginning in fiscal year 
1961 as well as authorizing an appropriation of $1,250,000,000 to be 
advanced to the Development Loan Fund during fiscal 1961. The 
committee of conference adjusted the individual program amounts 
and agreed on a total authorization of $3,556,200,000 for fiscal 1960 
as well as authorizing the appropriation of such funds as may be nec- 
essary for military assistance in fiscal years 1961 and 1962, together 
with an authorization of the appropriation of $1,100,000,000 for ad- 
vances to the Development Loan Fund during fiscal 1961. 
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STATEMENT OF POLICY (SEC. 2) 


Both the House bill and the Senate amendment contained revisions 
of the statement of policy contained in the Mutual Security Act. 
Although differing in wording, these revisions were similar in content. 

The committee of conference agreed to language which combined 
into a single statement the major elements of both the House and Sen- 
ate provisions with the policy statement already in the act. 


AUTHORIZATION FOR MILITARY ASSISTANCE (SEC. 101(a)) 


The House bill amended section 103(a) to authorize $1.44 billion 
to be appropriated for military assistance. 

The Senate amendment amended section 103(a) to (1) authorize 
$1.3 billion to be appropriated for military assistance; (2) earmark 
$893,750,000 for assistance to NATO countries or for activities of 
NATO in such countries; (3) provide that programs of military assist- 
ance subsequent to fiscal year 1960 should be budgeted so as to come 
into direct competition for financial support with other activities and 
programs of the Department of Defense; and (4) provide a continuin 
authorization for appropriations for military assistance after fisca 
year 1960. 

The committee of conference agreed to an authorization of $1.4 
billion, a reduction of $40 million below the amount authorized by the 
House and an increase of $100 million above the amount authorized 
by the Senate. The Senate receded from its requirement that a 
specified amount should be earmarked for military assistance to NATO 
countries. 

The managers on the part of the House accepted, with an amend- 
ment omitting the word ‘‘direct”’, the Senate provision that subsequent 
to fiscal year 1960 programs of military assistance should be budgeted 
so as to come into competition for financial support with other activi- 
ties and programs of the Department of Defense. The House con- 
ferees accepted this provision in the belief that military assistance 
should be subjected to rigid scrutiny by military oflicers responsible 
for our own defense. It was the understanding of the managers on the 
part of the House, however, that acceptance of this provision does not 
indicate that only military factors should be taken into consideration 
in budgeting for military assistance or that political factors should be 
ignored. 

“The House conferees were unwilling to accept the Senate provision 
for a continuing authorization for military assistance after fiscal year 
1960. They agreed, however, to what is, in effect, a continuin 

authorization for military assistance for a period of 2 years beyond 
fiscal 1960 on an experimental basis. In accepting this compromise, 
the committee of conference emphasized that it was the intention of 
both the Committee on Foreign Affairs of the House and the Com- 
mittee on Foreign Relations of the Senate to continue to make a 
careful review of all aspects of the military assistance program and to 
report to the House and Senate in the annual mutual security bill 
recommended legislation on the military assistance program. It 
was also the intention that each committee should receive each year 
a detailed report from the Department of Defense on the progress 
made in carrying out the military assistance program and a full 
explanation of the program planned for the forthcoming fiscal year, 





MUTUAL SECURITY ACT OF 1959 : 19 


seen cre in connection with the requests of the executive branch 
or authorization of funds for defense support for the forthcoming 
fiscal year. 

It was the consensus of the managers on the part of the House and 
the Senate that on the basis of such continuous review the Congress 
might at any time deem it appropriate to reestablish annual dollar 
authorizations for military assistance and that the entire matter would 
in any case be reviewed when it becomes necessary to consider the 
authorization for military assistance funds after fiscal 1962. 


LIMITATIONS ON MILITARY ASSISTANCE (SEC. 101(b)(1)) 


The House bill added a new section 105(b) to the act which provided 
that, except where the President determined that the national interest 
required otherwise, and so reported to the Congress, arms or weapons 
could be furnished on a grant basis only if three specific criteria were 
satisfied. The Senate bill contained limitations on the furnishing of 
military assistance to Latin America. It amended section 105(b)(4) 
of the act so as to prohibit the furnishing of military equipment and 
materials to the American Republics except in furtherance of Western 
Hemisphere defense missions. Training was excepted from this re- 
quirement. It also permitted the furnishing of military assistance to 
an international military force under the control of the Organization 
of American States. The Senate bill also deleted the word “‘normally”’ 
from the requirement that internal security requirements shall not 
normally be the basis for military assistance programs to Latin 
America. It was further provided that military assistance to Latin 
America for fiscal year 1960 would be limited to $65 million plus an 
additional $31.5 million to be available only for assistance to an inter- 
national military force under the control of the Organization of 
American States. Any balance of the $31.5 million which was not 
furnished to an OAS military force could be transferred to special 
assistance to promote economic development in Latin America. 

The committee of conference did not accept the House amendment. 
It agreed to the provision that military assistance other than training 
should be furnished only in furtherance of missions directly relating 
to the common defense of the Western Hemisphere which are found 
by the President to be important to the security of the United States. 

The amendment adopted by the committee of conference provides 
that internal security requirements shall not, unless the President 
determines otherwise, be the basis for military assistance programs to 
American Republics. It also eliminates the word “normally” from 
existing law. Finally, the committee of conference adopted an amend- 
ment which limits the funds for military assistance to the American 
Republics for fiscal year 1960 to the current levels, that is, the amounts 
obligated and reserved for such purposes during fiscal year 1959. 

In the opinion of the managers on the part of the House it is im- 
practical to provide funds solely for the purpose of furnishing military 
assistance to a military police force under the OAS. There has been 
no indication that the American Republics are willing to form such a 
force and there are no guidelines as to how such a force would be 
constituted and operated. Furthermore, if such a provision had been 
adopted stating that any funds not spent for this purpose could be 
used for economic assistance, the integrity of the military assistance 
appropriation would have been imperiled. On the other hand, in view 
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of the changing relative emphasis between military and economic 
assistance, and in view of the decreased emphasis on military assist- 
ance in Latin America, the committee of conference was agreed that 
military assistance to Latin America for the coming fiscal year should 
not exceed last year’s levels. 

The elimination of the word ‘‘normally” from the sentence providing 
that internal security requirements shall not “normally” be the basis 
for military assistance programs to Latin America makes it clear that 
it is the intent of the committee of conference that internal security 
requirements shall not, in the absence of a Presidential exception, be 
the basis for furnishing military assistance to Latin America. Rather, 
it is the intent of the committee of conference that such military 
assistance as is furnished shall be in accordance with hemisphere 
defense planning and should be in furtherance of hemispheric missions. 


MILITARY ASSISTANCE IN UNDERDEVELOPED COUNTRIES (SEC. 101(b)(2)) 


The Senate bill added a new paragraph (5) to section 105(b) of the 
act. The new paragraph provides that to the extent feasible the 
administrators of the military assistance program should encourage 
the use of foreign military forces in underdeveloped countries in the 
construction of public works and other activities helpful to economic 
development. ‘The House bill contained no similar provision. 

The committee of conference accepted the Senate amendment. 
The purpose of this amendment is to make it clear that it is the intent 
of the Congress, where possible, that military assistance should 
perform a dual function, and to the maximum extent possible, training 
activities of foreign military forces supported by military assistance 
should also support economic goals, as in the construction of roads 


and public works and in training. There is a unique opportunity in 
many of these underdeveloped countries to provide education and 
technical training to the members of their armed forces. In this way 
education and technical training can be diffused throughout the 
population. In many instances it is possible for the armed services 
to combine military activities with useful public work; for example, 
where there is to be Seaining in the construction of roads, bridges, etc., 


it is quite possible that such construction can be utilized for economic 
improvement as well as in purely training activities. Furthermore, 
where troops are idle, it might be possible to put them to use in con- 
structive activities. On the other hand, the managers on the part of 
the House are insistent that such activities not interfere with the 
primary role of military assistance, which is to provide for the defense 
of the nation to which the assistance is furnished. 


DEFENSE SUPPORT (SEC. 201) 


The House authorized $750 million for defense support (sec. 131(b)) 
while the Senate authorized $751,500,000. The committee of con- 
ference adopted a figure of $751 million for defense support. 
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USE OF COUNTERPART FUNDS FOR EDUCATION 


The House bill (sec. 202) amended section 142(b)(iii)(1) of the 
Mutual Security Act to authorize the use for the advancement of 
education of local currencies subject to joint control by the United 
States and countries which have received nonmilitary assistance from 
the United States. The Senate amendment contained no provision 
relating to this subject. 

The managers on the part of the House receded with respect to this 
provision with the understanding that adequate authority for the use 
of counterpart funds authorized by section 142(b)(iii)(1) for diversi- 
fied educational programs and assistance to schools and colleges is 
already in existence, and that the objectives of the House provision 
could be accomplished without the enactment of the provision con- 
tained in the House bill. 


DEVELOPMENT LOAN FUND 


U.S. balance of trade 


The House bill contained a provision (sec. 203(a)(1)) that in deter- 
mining whether a loan should be made, the Board of the Development 
Loan Fund must take into consideration ‘the net position of the 
United States in its balance of trade with the rest of the world.” The 
Senate bill contained no such provision. The committee of confer- 
ence deleted this provision since the bill now contains an amendment 
to section 413(c) providing that annual studies will be made of the 
role of private enterprise in the mutual security program, and of the 
impact of that program on the U.S. economy. A factor to be con- 
sidered in these studies is the net position of the United States in its 
balance of trade with the rest of the world. Also, the House bill 
contained an amendment to section 510 which was retained by the 
committee of conference. This amendment requires that in deter- 
mining whether procurement outside the United States is permissible, 
the President must take into consideration the net position of the 
United States in its balance of trade with the rest of the world. 

Furthermore, it would be almost impossible to determine the 
impact of any particular development loan transaction on the entire 
US. balance of trade. 


Guarantee authority (sec. 203 (a) (2)) 

The House bil .contained a provision (sec. 203(a)(3)) providing that 
the fractional reserve maintained for guarantees made by the Develop- 
ment Loan Fund pursuant to the authority of section 202(b) of the 
act should in no case be less than 50 percent of the face amount of the 
guarantee. The Senate bill contained no such provision. The 
committee of conference adopted revised language which provides 
that the fractional reserve maintained for any guarantee shall not be 
less than 50 percent of the contractual liability of the Development 
Loan Fund and that the amount of such contractual liabilities shall 
not at any time exceed $100 million. 
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The utilization of fractional reserves for guarantees under the 
Development Loan Fund will facilitate greater participation by private 
enterprise in the task of developing the less developed countries. 
It is reasonable, however, at this time to require that a minimum 
reserve of at least 50 percent be maintained and that a limitation 
should be placed on the guarantees outstanding. The revised 
language adopted by the committee of conference places such a 
limitation on the outstanding guarantees and also provides that 
both the fractional ‘reserve and the ‘limitation ‘on the amount of 
panentess which may be outstanding”should be computed on the 
asis of the contractual liability of the Development Loan Fund. 
Utilization of this guarantee technique with its limitation should 
encourage greater participation by private enterprise and should 
facilitate the achievement of the goals of the Development Loan Fund. 


Capitalization (sec. 203(b)) 

Section 203 of the House bill authorized an appropriation of $700 
million for the Development Loan Fund without fiscal year limita- 
tion. The Senate bill contained an authorization of $2 billion for 
the Development Loan Fund without fiscal year limitation. It was 
provided, however, that only $750 million of this amount could be 
advanced prior to July 1, 1960, and the remaining $1,250 million 
could be advanced after that date. 

The committee of conference agreed to a compromise whereby the 
form of the language contained in the Senate bill is followed. Under 
these provisions the advances in fiscal year 1960 are limited to $700 
million and the remaining sum for advances is limited to $1,100 million. 

This means that the total authorization for the Development Loan 
Fund is $1,800 million, a reduction of $200 million from the Senate 
authorization. 

The Development Loan Fund was conceived as a long term lending 
operation. In order to achieve its goals, and in order to operate at 
maximum efficiency, the Managers of the Fund should know the 
resources which will be available to them in the future. The managers 
on the part of the House are of the opinion that the amounts authorized 
Taped for the efficient operation of the Development Loan 

und. 


Increase of positions (sec. 203(d)(1)) 

The Senate bill (sec. 202(b)(1)) contained a provision authorizing 
an increase from three to four in the number of DLF statutory posi- 
tions below the Managing Director and his Deputy with compensation 
not in excess of $18,000 per year. The House bill contained no such 
provision. The managers on the part of the House accepted the 
Senate amendment. The position requested is that of the principle 
assistant to the Deputy Managing Director for Finance and Develop- 
ment. If the Development Loan Fund is to operate at maximum 
efficiency it is essential that it have a sufficient number of the higher 
salaried positions to attract and keep competent personnel. In the 
opinion of the managers on the part of the House, sufficient evidence 
was presented to justify their acceptance of the authorization of this 
additional position. 
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Administration of loans (sec. 203(d) (2)) 

The Senate bill (sec. 203(b)(2)) contained a ae striking the 
final sentence from section 205(c) of the act. That sentence provides 
that the Export-Import Bank shall administer loans made from the 
Development Loan Fund as provided in section 505(b) of the act. 
The House bill contained no such provision. The managers on the 
part of the House accepted the Senate amendment. 

The language which is deleted from the act was inserted so as to 
tbe that the Export-Import Bank should handle the responsi- 

ility for the administration of loans made by the Development Loan 
Fund. Actual practice, however, revealed that the Export-Import 
Bank was not fully equipped to handle this type of transaction and 
that it was more desirable to have the International Cooperation Ad- 
ministration perform many of the administrative services in connec- 
tion with Development Loan Fund loans. Accordingly, this sentence 
is stricken from the act. Even with the sentence eleted, however, 
there is still ample authority for the Export-Import Bank to provide 
services in the administration of these loans. 


UNITED NATIONS TECHNICAL ASSISTANCE PROGRAM (SEC. 204(b)(1)) 


The House bill amended section 306(a) to authorize $30 million to 
be appropriated for contributions to the United Nations Technical 
Assistance (UNTA) Program and the Special Fund at 40 percent of 
the annual goal of approximately $100 million. The Senate amend- 
ment authorized an identical appropriation but provided that the 
contributions for calendar year 1960 and thereafter may not exceed 
39 percent and permitted the computation of assessed and audited 
local costs. The committee of conference adopted the House language 
with an amendment. 

The committee agreed to retain the 40 percent limitation and added 
the language ‘(including assessed and audited local costs)”. Since 
the recently established Special Fund has not yet developed pro- 
cedures for assessing local costs, the immediate effect of the amend- 
ment will not be an increase in the base for calculating U.S. contribu- 
tions toit. The amendment does not, however, represent an abandon- 
ment of our long-range objective to effect a progressive reduction in 
our contributions to international organizations. It is understood 
that assessed and audited local costs refer to local costs assessed upon 
benefiting countries which are paid to, and audited by, a central 
account. 


INTERNATIONAL DEVELOPMENT ADVISORY BOARD (SEC. 204(C)) 


The committee of conference accepted the Senate language per- 
mitting the continuation of the International Development Advisory 
Board. The Board was reconstituted and its functions enlarged in 
accordance with the recommendations of the conference report on the 
Mutual Security Act of 1958. The Chairman and the 12 members 
of the Board are mere representative of the major segments of the 

s 


American economy and society. The Board is now directly responsi- 
ble to the Under Secretary of State, who acts as coordinator of the 
mutual security program. It is presently working on several subjects, 
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including evaluation of technical cooperation and of U.S. activities in 
the field of international health conducted under the mutual security 
program and a study of the problems and potentials of foreign cur- 
rency acquired in carrying out U.S. economic programs abroad. 

The committee of conference believes that the high caliber of the 
Board’s membership assures a careful appraisal by competent indi- 
viduals of those important aspects of the mutual security program. 
The committee of conference also accepted the Senate amendment to 
section 308 of the Mutual Security Act to permit officers other than 
the Director of ICA to be consulted and advised by the Board. 


SPECIAL ASSISTANCE AND OTHER PROGRAMS (SEC. 205(a) (1)) 


The House bill authorized an appropriation of $250 million. 

The Senate amendment authorized an appropriation of $244,620,000. 

The committee of conference agreed upon an authorization of 
$247,500,000. 


ASSISTANCE TO AMERICAN-SPONSORED SCHOOLS AND HOSPITALS 
(SEC. 205(a) (2)) 


The Senate amendment included an amendment to section 400(c) 
to increase from $10 million to $20 million the cumulative ceiling on 
the amount of special assistance funds which may be used to assist 
American-sponsored schools and libraries abroad. The Senate 
amendment contained no provision relating to American-sponsored 
hospitals abroad. The House bill, on the other hand, contained no 
provision concerning American-sponsored schools abroad but did 
carry an amendment to section 400(c) authorizing the use of special 
assistance funds for American-sponsored hospitals abroad as well as the 
use of foreign currencies accruing to the United States under the 
Mutual Security Act or any other act for the purposes of section 400(c), 
notwithstanding the provisions of the Mutual Defense Assistance 
Control Act of 1951. 

The managers on the part of the House receded on the first pro- 
vision and accepted the Senate language increasing the cumulative 
ceiling for assistance to American-sponsored schools and libraries 
abroad. The Senate receded on the second provision and agreed to 
new language. The amended language makes clear that the Mutual 
Defense Assistance Control Act of 1951 may be waived only in the 
case of assistance to schools, libraries, and hospitals in the form of 
foreign currencies accruing to the United States. The provisions of 
the Battle Act are not waived with respect to dollars authorized to be 
used pursuant to the first sentence of this subsection. The amended 
language is intended to constitute authorization for an appropriation 
to carry out the purposes of this subsection. 


LAND RESETTLEMENT PROGRAMS IN LATIN AMERICA 


The House bill (sec. 205(a)(3)) added a new section 400(d) to 
authorize the use in amounts specified in appropriation acts of foreign 
currencies, other than those of the Development Loan Fund, accruing 
to the United States in Latin America under the Mutual Securit 
Act or any other act for the purpose of making loans for land- 
resettlement programs in Latin America. 
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The Senate amendment contained no provision on this subject. 

The House receded on this amendment. 

The committee of conference recognized the desirability of assisting 
land resettlement programs in Latin America, not ily to relieve 
population pressures in certain parts of the world but also to advance 
the economic development of a number of areas in Latin America. 

The conferees were informed that the provision in the House bill 
could be construed to restrict already existing authority to use foreign 
currencies for purposes of land resettlement under section 402 of the 
Mutual Security Act and section 104(g) of Public Law 480, 83d 
Congress. The House conferees, therefore, agreed that the objective 
to be attained under the authority contained in the House bill could 
be more effectively achieved if no alteration were made in existing 
law. 

The managers on the part of the House believe that the Executive 
has not given sufficient consideration in the past to land resettlement 
programs in Latin America and recommend that greater effort be 
made in the future. 


USE OF SURPLUS FOOD COMMODITIES (SEC. 205(C)) 


The House bill amended section 402 to earmark $175 million of 
fiscal year 1960 mutual security funds to finance the export and sale of 
U.S. surplus agricultural commodities for foreign currencies. 

The Senate amendment amended section 402 to read the same as the 
House bill, but also amended the first sentence of section 402 to include 
grants as well as sales and added two new sentences at the end of the 
section. The first sentence provided that U.S. surplus food com- 
modities or products thereof made available for transfer under the 
Mutual Security Act or any other act as a grant or as a sale for 
foreign currencies should also be made available to the maximum 
extent practicable to eligible domestic recipients pursuant to section 
416 of the Agricultural Act of 1949, as amended, or to needy persons 
within the United States pursuant to clause (2) of section 32 of the 
act of August 24, 1935, as amended. The second sentence amended 
section 416 of the Agricultural Act of 1949, as amended, so as to permit 
use of commodities in private stocks for domestic and foreign distri- 
bution programs. 

The House conferees accepted the provisions of the Senate bill with 
an amendment changing the word “shall” in the first of the new 
sentences to “may”. ‘They were impressed with the argument that 
it was desirable that surplus food commodities or the products thereof 
made available either for grant or for sale for foreign currencies 
abroad under section 402 of the Mutual Security Act or any other act 
be provided to the maximum extent practicable to eligible domestic 
recipients under already authorized relief feeding programs in order to 
eliminate any possibility that needy people in the United States should 
be at any disadvantage compared to people of foreign nations with 
respect to the distribution of such commodities. The provision does 
not authorize any additional funds for domestic relief purposes. 
It relates only to the designation of commodities which would be 
available under already existing authority and available funds for 
such domestic relief programs. 
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The committee of conference recognized that too rigid a requirement 
might impede the effective disposal of surplus food commodities abroad 
as well as unnecessarily interfere with the existing procedures for 
domestic distribution. The language of the provision as agreed to 
allows sufficient flexibility in the administration of the program and 
at the same time indicates the intent of Congress that our own people 
should not be at any disadvantage in sharing surplus food commodities. 


PALESTINE REFUGEES (SEC. 205(g)) 


The House bill amended section 407 to authorize an appropriation 
of $25 million for a contribution to the United Nations Relief and 
Works Agency (UNRWA) for Palestine refugees and deleted the pro- 
viso that requires 15 percent of the appropriations to be available onl 
for resettlement and repatriation as distinct from relief and rehabili- 
tation. The Senate amendment contained an identical authorization 
but retained the proviso. 

The committee of conference retained the proviso but reduced the 
amount set aside for resettlement and repatriation to 10 percent. In 
reaching agreement the committee gave consideration to several fac- 
tors. There is a continuing need for relief and rehabilitation. The 
number of refugees has actually increased during the past years. 
Nothing, however, has been accomplished effecting a repatriation or 
resettlement of the refugees. The whole program comes up for re- 
study this year by the United Nations General Assembly and will 
expire unless reauthorized. If the proviso were removed, it might 
seem to indicate an abandonment by the United States of its sustained 
interest in effecting a solution and, at the same time, would leave the 
impression that the United States was satisfied with nothing more 
than an indefinite relief program. 


PRESIDENT’S SPECIAL EDUCATION AND TRAINING FUNDS (SEC. 205(1)) 


The managers on the part of the House accepted, with an amend- 
ment, the Senate language that adds a new section 412. This section, 
as amended, provides that in each of the fiscal years 1960 through 
1964, of the funds made available under this act $10 million shall be 
available for educational and training programs for people of under- 
developed countries. 

Half of the funds are to be used for financing— 
studies, research, instruction, and other educational activities of citizens of 
underdeveloped countries in educational institutions in the United States, Puerto 
Rico, and the Virgin Islands. 

This program may be used to supplement activities under both the 
Fulbright Act and the United States Information and Educational 
Exchange Act. 

The other half of the $10 million is to be used for training the people 
of underdeveloped countries in skills which will contribute to economic 
development. 

It is the intention of the committee of conference that the training 
authorized by this section not be limited to manual or technical skills 
but that it include the whole range of administrative and other skills 
necessary to operate a modern government with a developing 
economy. 
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INVESTMENT GUARANTEE PROGRAM (SEC. 205(m) (1), (2), AND (3)) 


Both the House bill and the Senate amendment authorized an 
increase in the guarantee issuing authority (sec. 413(b)(4)(F)) from 
$500 million to $1 billion. The Senate amendment also included a 
provision restricting the purpose of the program to the development 
of the economic resources and productive capacities of economically 
underdeveloped areas. 

The managers on the part of the House receded and accepted the 
Senate language with an amendment. The committee of conference 
was agreed that the purpose of the investment guarantee program was 
to stimulate the movement of American capital and know-how into 
areas that were economically underdeveloped. The committee recog- 
nized, however, that a number of applications had been filed by 
investors for guarantees of investment in connection with projects in 
Western European countries. In some instances these applica- 
tions have reached an advanced stage of preparation and negotia- 
tion. To preclude these investors from eligibility for guarantee pro- 
tection after many of them have spent considerable sums initiating 
projects would work an undue hardship. To meet this problem the 
committee set a cut-off date in the case of guarantees for projects 
in developed countries issued prior to January 1, 1960, on the basis 
of applications submitted prior to July 1, 1959. 


STUDIES OF THE ROLE OF PRIVATE ENTERPRISE (SEC. 205(m)(4)) 


The House bill amended section 413(c) of the act to require annual 
studies of the role of private enterprise in carrying out the purposes 
of the Mutual Security Act and of the impact of the mutual security 
program on the U.S. economy. The amendment also required special 
reference to be made in such reports to the net position of the United 
States in its balance of trade with the rest of the world. 

The Senate amendment was substantially the same as the House 
language, except that it required only such studies as are appropriate 
to keep existing data up to date rather than annual studies. 

Section 413(c) of the Mutual Security Act adopted last year re- 
quired a study along the above lines. Thisstudy hasbeen made. The 
amendments adopted by both the House and the Senate were intended 
to insure that these studies would be continued. Under the House 
version the studies would be annual; under the Senate version such 
studies would be made as would be necessary to keep the existing 
reports up to date. 

The committee of conference adopted the House version, except that 
it provides that annual studies will be made to keep the data up to 
date. Under this provision it will not be necessary to make a com- 

letely new study each year but only to bring these studies up to date. 
hen it appears that existing material is outdated, a new study would 
obvioualy be made. 


STUDY OF MULTILATERAL PROGRAMS OF ASSISTANCE (SEC. 205(m)(5)) 


The Senate bill added a new section 413(d) to the act which requires 
the executive branch to conduct a study of methods by which the 
United States and other nations might best together formulate and 
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effectuate programs of assistance to strengthen the economies of the 
free nations. No similar provision was contained in the House bill. 
The committee of conference accepted the Senate amendment. 
The amendment is intended to insure that all of the facilities of the 
free world are brought to bear on the task of developing the under- 
developed areas and in providing for the security of the free world. 
The study will be concentrated on what can be done to encourage 
further economic cooperation among the free nations of the world. 


CONTINGENCY FUND (SEC. 301) 


The House bill, by amendment to section 451(b), carried an authori- 
zation of $100 million of appropriations to the President’s contingency 
fund. The Senate amendment carried an authorization of $180 million. 
The committee of conference agreed to an authorization of $155 
million. This is the amount appropriated for fiscal year 1959. 

The adjustment agreed to by the managers on the part of the House 
was reached after the managers on the part of the Senate receded from 
separate authorizations for machine tools for small business, inter- 
national cooperation in health, and the World Refugee Year. 


TRANSFERABILITY OF FUNDS 


The Senate amendment added a new section 501(b) which author- 
ized the transfer of up to 30 percent of military assistance funds to 
technical cooperation, special assistance, and nonmilitary programs 
other than defense support and the Development Loan Fund. The 
Senate receded from its insistence on its language. The committee 
of conference, in agreeing to delete the proposed language, recognized 
that the trade and assistance programs of international communism 
presented a rapidly increasing danger to the independence of friendly 
countries. Thus far it has been possible to meet this threat within 
the general transfer authority contained in existing law. Should 
world conditions alter in a way to make this authority inadequate to 
meet the danger, the committee of conference agreed the matter of 
wider transfer authority should be reexamined. 


SUSPENSION OF ASSISTANCE TO CERTAIN COUNTRIES (SEC. 401(a)) 


The House bill added a new section 503(b) which provided that if a 
nation expropriates or confiscates property of U.S. citizens and fails 
within 6 months of such action to take steps determined by the 
President to be appropriate to discharge its a under inter- 
national law, the President shall withhold assistance from such nation. 
The Senate amendment contained a new section 552 providing that 
whenever the President determines that any recipient country is 
engaged in the taking of property owned by the United States or its 
nationals he shall See assistance until the country is no longer so 
engaged and adequate compensation has been made. 

he committee of conference agreed upon substitute language, 
added as a new section 503(b). The President is given authority to 
determine (1) whether nationalization or expropriation of property 
of U.S. citizens has occurred and (2) the adequacy of steps taken by the 
offending government to discharge its obligations under international 
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law. Should the President not be satisfied with measures taken by the 
offending government to take corrective action, he shall suspend 
assistance given under any program in the Mutual Security Act unless 
he determines such suspension of assistance to be inconsistent with our 
national interest. This section is applicable only to acts of nation- 
alization or expropriation that take place after the enactment of the 
Mutual Security Act of 1959. 


REDUCTION OF DEFENSE SUPPORT AND SPECIAL ASSISTANCE (SEC. 
401(a)) 


The House bill added a new section 503(c) which specifies that the 
President shall include in his recommendations to the Congress for 
the fiscal year 1961 mutual security program a detailed plan for each 
country receiving bilateral grant assistance under defense support 
and special assistance whereby such assistance shall be progressively 
reduced. The Senate amendment contained identical language 
except that it provided not only for the progressive reduction but for 
the elimination of such grant assistance. 

The Senate receded and accepted the House language with two 
amendments. The word “terminated” was substituted for “elimi- 
nated”. The words “wherever practicable’ were included. The 
latter amendment gives recognition to the fact that reduction of the 
grant aid will be made consistent with the foreign policy objectives 
of the United States. It is the expectation of the committee of 


conference that the President and the administrators of the program 
will give constant surveillance to the economic development of aid 
recipients and will report to the Congress those countries that have 


achieved a degree of economic viability that will permit the termina- 
tion of further assistance. 

As understood by the committee, each country plan should include 
the basic objectives being sought through the furnishing of economic 
assistance to that country, the progress to date toward achieving those 
objectives, and, so far as practicable, plans and forecasts as to future 
assistance and other measures required in furtherance of these objec- 
tives and as to future reduction and eventual termination of economic 
assistance as those objectives are approached and ultimately achieved. 

As indicated above, the controlling consideration in the preparation 
of these plans is to be the foreign policy and other national aims of 
the United States. The committee feels that such plans are essential 
to assure that programs do not simply perpetuate themselves by 
limited planning from year to year, but that they have definite goals 
toward which they are directed and toward which progress can be 
measured. 


FURNISHING OF INDUSTRIAL EQUIPMENT (SEC. 401(b)) 


The Senate amendment added a new section 504(d) to the Mutual 
Security Act, authorizing an appropriation of not to exceed $2.5 
million to make available to foreign small-business concerns in under- 
developed countries machine tools and industrial equipment owned 
by agencies of the U.S. Government. 
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The House bill contained no provision on this subject. 

The managers on the part of the House receded and agreed to a 
provision that authorizes the President to use an identical sum from 
the funds appropriated pursuant to section 451(b). This authoriza- 
tion is not intended to limit or alter existing authority to use excess 
property of zovernment agencies under the Mutual Security Act. 


DISPOSAL OF LOAN REPAYMENTS (SEC. 401(c)) 


The House bill amended section 505(b) to provide for the disposition 
of loan repayments under the Mutual Security Act in three ways. 
First, dollar repayments should be deposited into the Treasury. 
Second, foreign currency repayments would be sold to U.S. Govern- 
ment agencies for payment of their obligations abroad and the dollar 
reimbursements should be deposited into the Treasury. Third, 
foreign currency repayments not needed by U.S. Government agencies 
for payment of their obligations abroad should be credited to and be 
available for the purposes of the Development Loan Fund in amounts 
specified in appropriation acts. Foreign currencies made available to 
the Development Loan Fund under this section were to be in addition 
to the dollar funds authorized to be appropriated under section 203. 

The Senate amendment amended section 505(b) to read the same as 
the House bill, except that (1) it provided that foreign currency 
repayments in excess of those necessary for the Fulbright educational 
exchange program might be sold to US. Government agencies for 
payment of their obligations abroad and (2) it did not require that 
amounts to be credited to the Development Loan Fund should be in 
amounts specified in appropriation acts. 

The committee of conference arrived at a compromise by which the 
House accepted the Senate language relating to the availability of 
foreign currencies for the Fulbright educational exchange program 
and the Senate accepted the House language requiring that foreign 
currency repayments be credited to the Deveiopinatk lian Fund in 
amounts specified in appropriation acts. 


APPLICATION OF SECTION 517 TO DEVELOPMENT LOAN FUND (SEC. 401(e)) 


The House bill contained a provision extending the coverage of 
section 517 (Completion of Plans and Cost Estimates) of the act to 
the Development Loan Fund. The House provision also authorized 
the President to waive the requirements of section 517 insofar as it 
might be applicable to any particular transaction under the Develop- 
ment Loan Fund provision. The Senate bill contained no similar 
provision. The committee of conference accepted the House amend- 
ment but deleted the provision authorizing the President to waive 
the applicability of section 517 to the Development Loan Fund. 
There is already adequate authority under existing legislation to 
enable the President to accomplish such a waiver. The requirement 
that section 517 also be applicable to the Development Loan Fund 
will help insure that the activities of the Development Loan Fund 
are conducted on a sound, businesslike basis. 
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COMPETITIVE BIDDING FOR CONSTRUCTION CONTRACTS (SEC. 401(e)) 


The House bill contained a provision requiring, with respect to 
programs covered by section 517, that to the maximum extent feasible 
all contracts for construction outside the United States should be made 
through competitive bidding. 

The Senate bill did not contain a similar amendment. 

The committee of conference adopted the House version with an 
amendment. Under the amendment it is provided that to the 
maximum extent practicable all contracts for construction outside 
the United States should be made on a competitive basis. Contracts 
financed with loans from the Development Loan Fund are exempted 
from the requirements of this provision since they will be in most 
instances handled by firms in foreign countries or agencies of foreign 
governments. 


RESPONSIBILITIES OF CHIEF OF DIPLOMATIC MISSION (SEC. 401(f)(1)) 


The House bill amended section 523(b) to require the Chief of the 
Diplomatic Mission in each country to insure that recommendations 
concerning military assistance are coordinated with political and 
economic considerations and to accompany such recommendations 
with his own comments. The Senate amendment included identical 
language but added the final clause “‘if he so desires”. ‘The managers 
on the part of the House accepted the Senate language. 


SUPERVISION AND DIRECTION OF THE MUTUAL SECURITY PROGRAM (SEC 
401(f) (2)) 


The Senate bill contained a provision amending section 523(c) 
so as to make the Secretary of State responsible for the continuous 
supervision and general direction of the mutual security program. 
This responsibility is to include the determination of whether there 
shall be a military assistance program for a country and the value of 
the program so that the programs are effectively integrated both at 
home and abroad. The House bill did not contain a similar pro- 
vision. 

The managers on the part of the House accepted the Senate amend- 
ment since the provision is intended to clarify the relationships 
among the various agencies administering the mutual security program. 


SUPERGRADE POSITIONS (SEC. 401(g)) 


The House bill authorized an increase from 20 to 25 in the number 
of positions that may be compensated at a rate higher than that paid 
for grade 15. The Senate amendment authorized an increase from 
20 to 35. The committee of conference agreed on an increase from 
20 to 30—a total of 10. The allocation of these positions will be 
determined by the Under Secretary of State in his capacity as co- 
ordinator of the program. The increased authority to obtain high- 
level personnel should result in improved coordination, direction, and 
administration of the program. 
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APPOINTMENT OF OVERSEAS PERSONNEL 


The committee of conference agreed to the deletion of the House 
language (sec. 401(g)(2)) added to section 527(c) that required, to the 
maximum feasible, the appointment of ICA overseas personnel in ac- 
cordance with the civil-service laws. ICA is already making maxi- 
mum use of civil-service facilities as a source of candidates for overseas 
posts. In accordance with existing law, ICA uses the provisions of 
the Foreign Service Act in appointing its overseas personnel. The 
imposition of civil-service requirements would create a dual personnel 
system with attendant administrative difficulties. In agreeing to the 
deletion of the House language the committee of conference is desirous 
that the Director of ICA continue to work in close cooperation with 
the Civil Service Commission in order that the facilities of the Com- 
mission may be fully utilized in recruiting capable individuals for 
overseas assignment. 


OFFICE OF INSPECTOR GENERAL AND COMPTROLLER (SEC. 401(h)) 


The House bill added a new section 533A which established within 
the Department of State an Office of Inspector General and Comp- 
troller reporting directly to an Under Secretary of State. It trans- 
ferred to the anpecnes General and Compreclier certain function: 
now being carried out within the International Cooperation Adminis- 
tration and set forth the duties to be performed. 

The Senate amendment contained no provision dealing with this 
matter. 

The committee of conference accepted the House provision with a 
number of amendments intended primarily to make more specific and 
clarify the language of the House bill. These include a provision 
that the Inspector General and Comptroller should be appointed by 
the Secretary of State rather than the Under Secretary of State, and 
setting his salary at a specific figure of $19,000 per annum. In addition, 
the House provision was modified to specify more precisely the rela- 
tionship between the Office of Inspector General and Comptroller and 
the General Accounting Office. 

The committee of conference gave particular consideration to the 
relationship to be established between the Inspector General and 
Comptroller and the Department of Defense with regard to the mili- 
tary assistance program. Section 524 of the Mutual Security Act 
specifically assigns a wide range of responsibilities for operating the 
military assistance program to the Secretary of Defense. In the 
Department of Defense and in each of the military services there is a 
well staffed comptroller organization headed by an Assistant Secre- 


tary. 

Vind the circumstances, it is desirable that the Inspector General 
and Comptroller should not set up an organization to duplicate the 
work being done within the are Establishments or intervene in 

e 


the carrying out by the Secretary of Defense of responsibilities assigned 
to him by law. 

At the same time, impressive evidence has been presented of short- 
comings in the administration and control of the military assistance 
program in a number of countries. These shortcomings have been 
attributable, at least in part, to the fact that existing Dalveas Depart- 
ment control procedures are adapted primarily to the requirements of 
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U.S. military programs rather than to the special situations which 
exist in carrying out military assistance operations. 

The committee of conference is convinced that it is essential that 
there be an independent review and approval of military assistance 
administration and control by an official outside the Defense Depart- 
ment hierarchy but at the same time having responsibility to see that 
the mutual security program works effectively. The language of the 
House bill was revised to make clear that while the Inspector General 
and Comptroller would have authority to establish financial controls 
and auditing procedures as well as to initiate and carry out other 
operations relating to the mutual security programs for which the 
Secretary of State is responsible, his authority with respect to military 
assistance operations for which the Secretary of Defense is responsible 
will be that of investigating, reviewing, approving, recommending, 
and consulting. 

The Secretary of State under section 523 of the Mutual Security 
Act is given overall responsibility for seeing that the military assistance 
program is effectively carried out and integrated with the other pro- 
grams. Whenever the Inspector General and Comptroller finds evi- 
dence that military assistance is not effective in its results or is not 
properly administered, his ultimate recourse will be to the Secretary 
of State through the Under Secretary of State to whom he is directly 
responsible. Ifa proper cooperative relationship between the Defense 
Department and the nspector General and Comptroller is established, 
based on recognition and respect for their respective authority and 
responsibilities, it is expected that remedial action will be taken as a 
result of informal consultation at lower echelons. 

The most serious questions in the minds of the Congress and the 


public today concerning the mutual security program no longer relate 
to whether or not the program should exist, but to whether it is being 
or can be effectively administered. The Inspector General and Comp- 
troller can and should do much to provide reassurance on this subject. 
He can do his job only if he is fully informed of the facts and if the 
various operating officials do what they can to facilitate his work. 


MISSION DIRECTOR CARS (SEC. 401(j)(1)) 


The House bill contained no provision on this subject. The Senate 
amendment amended section 537(a)(5) to increase from $3,300 to 
$3,800 the ceiling price applicable to the purchase of official vehicles 
for use by directors of Us. operations missions abroad. The com- 
mittee of conference agreed to $3,500 as a ceiling price. This increase 
is not intended to provide cars better than those now provided. It 
merely reflects the increased price of vehicles over the past several 
years, 


REPORT ON DEFENSE SUPPORT AND SPECIAL ASSISTANCE 
(SEC. 401(j) (3)) 


The House bill contained a provision amending section 537(f) of 
the act to require the submission during the annual presentation to 
the Congress of a detailed report on defense support and special 
assistance to be furnished to each country. The provision required 
that the report contain (1) an explanation of the proposed level of 
aid for each country including a listing of all significant factors con- 
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sidered in determining such level, and (2) with respect to defense 
support, an explanation of the force objectives toward the support of 
which defense support was proposed to be furnished in each country, 
including the method by which such force objectives were arrived at. 

The Senate bill contained a substantially similar provision except 
that with respect to defense support countries the report was to contain 
an explanation of the determination of the particular level of forces to 
be supported by the proposed request for military assistance in each 
country, including the factors considered in arriving at each country 
determination. 

The committee of conference accepted the Senate amendment except 
that amendments were added requiring that the reports should also 
show the methods used as well as the factors considered in determining 
the level of aid for each country and in determining the request for 
authorization and appropriation for military assistance in defense 
support countries. 

The provision adopted by the committee of conference is intended 
to insure that the appropriate committees of the Congress receive 
full, detailed, and adequate material in support of the executive branch 
request for authorization and appropriation. This provision should 
facilitate the examination of the executive branch request and should 
insure a broader understanding of the purposes of the mutual security 
program. 

INFORMATION POLICY (SEC. 401(m)) 


The Senate amendment added a new section 550 which requires 
the President to make public all information concerning the mutual 
security program not deemed by him to be incompatible with the 


security of the United States. The managers on the part of the House 
receded and accepted the Senate language. The committee of con- 
ference noted that the only specific limitation to disclosure was that 
which affects security. The committee also acted on the understand- 
ing that this provision was not intended to override or repeal, with 
respect to the mutual security program, statutes enacted by Congress 
which expressly prohibit or regulate the disclosure by the executive 
branch of specific types of information, for example, trade secrets 
obtained in confidence from business firms. 


LIMITATION ON USE OF THE PRESIDENT’S SPECIAL AUTHORITIES 
(SEC, 401(m)) 


The Senate amendment added a new section 551 which prohibits 
the President from using his special authorities under sections 403, 
451, and 501 to augment appropriations for administrative expenses 
made under sections 408, 411(b), and 411(c). The House bill con- 
tained no comparable provision. The managers on the part of the 
House accepted the Senate amendment. 

Administrative funds for carrying out the mutual security program 
are specifically authorized and appropriated after a complete justifi- 
cation. There have been several instances where these funds have 
been augmented by a transfer of money from program activities. 
The language adopted by the committee of conference is intended to 
terminate this practice. 
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INTERNATIONAL COOPERATION IN HEALTH (SEC. 501) 


The House bill contained an affirmation of U.S. policy to accelerate 
its efforts to encourage and support ‘eheghatingal programs for the 
conquest of diseases and other health deficiencies. The Senate amend- 
ment affirmed the same policy and, in addition, authorized the use 
of mutual security funds, other than those for military assistance and 
the Development Loan Fund, to undertake projects to determine the 
feasibility of programs for eradication of diseases of international 
importance and authorized an appropriation of an additional $2 
million for this purpose. 

The committee of conference deleted the language permitting the 
financing of this program from other mutual security funds and the 
separate authorization of $2 million. In lieu thereof the committee 
adopted language that authorized the use of $2 million from funds 
appropriated pursuant to section 451(b). This language is not in- 
tended to limit or alter existing authority in the act for assistance in 
the fields of health. 


CENTER FOR CULTURAL AND TECHNICAL INTERCHANGE BETWEEN EAST 
AND WEST (SECS. 601-603) 


Chapter VI (secs. 601-603) of the Senate bill provided that, in order 
to promote better understanding between the peoples of the Far East 
and the United States, the Secretary of State should present a plan to 
Congress for the establishment in Hawaii of a Center, to be called the 
West Center for Cultural and Technical Interchange Between East 
and where students, scholars, and technicians from the East and 
West could meet and cooperate. The Senate amendment called for 
the submission to Congress on or before January 3, 1960, of a plan 
and program which shall provide for— 

1. the establishment and operation in Hawaii of the Center 
through arrangements to be made with public educational or 
other nonprofit institutions; 

2. grants, fellowships, and other payments to outstanding 
scholars and authorities from the nations of the East and West; 

3. grants, scholarships, and other payments to qualified candi- 
dates for study at the Center from both East and West; and 

4, making the facilities of the Center available for study to 
other qualified persons on a reasonable basis. 

Provision is also made for such appropriations as may be necessary 
to carry out the provisions of the chapter. 

The managers on the part of the House accepted the Senate amend- 
ment with the deletion of the words ‘‘which shall provide”. The 
language agreed upon is intended to give greater scope to those pre- 
paring the plan aia program. It is understood that in submitting the 

lan the Secretary of State may also inform the Congress as to the 
easibility and desirability of the entire program envisioned by the 
Senate amendment. 

Hawaii is the crossroads of the East and the West. Here the cul- 
tures of Asia and of Europe and of the Americas have met and have 
learned to live together. Consequently, it is most appropriate that 
a center such as this should be established in Hawaii where cooperation 
has been the rule for many years. 
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Such a center can do much to break down barriers between the 
East and the West and encourage cooperation. Thereby, inter- 
national tensions will be reduced, and the chances for world peace 
will be enhanced. The bringing together of scholars and technicians 
from the East and West will increase human understanding, will 
facilitate the development of technical knowledge in the East, and 
will reduce friction between the areas. 


AMENDMENT TO FOREIGN SERVICE ACT (SEC. 701(b)) 


The managers on the part of the House accepted the language in 
the Senate amendment. That language amends section 522 of the 
Foreign Service Act to permit the appointment or assignment of any 
Foreign Service Reserve officer to be extended for not more than an 
additional 5 years without regard to the 5-year limitation in section 
527. This language will make it possible to keep in service Reserve 
officers who are occupying essential positions and who, by reason of 
training and experience, would be difficult to replace in key oversea 
assignments. 


INFORMATIONAL MEDIA GUARANTEES (SEC. 701(c)) 


The Senate amendment, in section 703, made a technical amend- 
ment to the United States Information and Educational Exchange 
Act of 1948. That act today provides, by cross reference to section 
413(b) of the Mutual Security Act of 1954, that informational media 
guarantees shall be made for the purposes specified in such section 
413(b). In view of the amendments made to section 413(b) by the 
conference, limiting the mutual security investment guarantee pro- 


gram to underdeveloped countries, it is necessary to make corrective 
changes in the United States Information and Educational Exchange 
Act of 1948 to permit the informational media guarantee programs 
under that act to continue under the same authority as they have in 
the past. The House managers, therefore, accepted the Senate 
version. 


USE OF FOREIGN CURRENCIES FOR SCIENCE AND RESEARCH (SEC, 701(d)) 


The House bill (sec. 401(a)(1)) added a new section 502(c) designed 
to permit the use of foreign currencies available to the United States 
under the Mutual Security Act or any other act for science and re- 
search in amounts specified in appropriation acts. ‘The Senate amend- 
ment contained language amending section 104(k) of Public Law 480 
to change the technical form of appropriations control over the use 
of Public Law 480 foreign currencies. The committee of conference 
accepted the Senate language with an amendment to incorporate one 
of the purposes of the House language; namely, by including research 
activities, to broaden the purposes for which foreign currencies under 
this section may be used. The committee of conference is agreed 
that foreign currencies available to the United States under any act 
should be utilized more fully to make available to U.S. scientists and 
researchers the findings of their foreign counterparts. 
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EXPENSES OF ANNUAL MEETING OF NATO PARLIAMENTARY 
CONFERENCE (SEC. 702) 


The committee of conference agreed to the language in the Senate 
amendment authorizing an appropriation of $100,000 to meet the 
expenses of the United States in connection with the meeting in 
Washington next November of the NATO Parliamentary Conference. 

House Concurrent Resolution 34 of the 86th Congress extended an 
invitation to the Conference. The amount of $100,000 will permit 
the United States, as hosts to the Parliamentarians, to cover the 
expenses for simultaneous translation, reproduction of documents 
and working papers, reporting services, office equipment and other 
necessary facilities to make the meeting a success. 


WORLD REFUGEE YEAR (SEC. 703) 


The Senate amendment authorized an appropriation of $10 million 
for U.S. participation in the World Refugee Year to be used for assist- 
ance to refugee groups throughout the world. The House bill con- 
tained no provision on this subject. ‘The managers on the part of the 
House accepted the Senate language with an amendment that deletes 
the separate authorization of an appropriation. Instead the use of 
$10 million from funds appropriated pursuant to section 451(b) is 
authorized for this purpose. 

Tuomas E. Moraan, 
A. S. J. CARNAHAN, 
CLEMENT J. ZABLOCKI, 
Rosert B. Cuirerri£.p, 
Watrter H. Jupp, 

Managers on the Part of the House. 
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Mr. Spencs, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


[To accompany H.R. 8305] 


The Committee on Banking and Currency, to whom was referred 
the bill (H.R. 8305) to amend the Federal Credit Union Act, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The bill would rewrite the Federal Credit Union Act. A number of 
the amendments would clarify and modernize the act without making 
substantive changes. Among the more important substantive amend- 
ments are the following: 

1. Increases maximum maturities of loans from 3 to 5 years. 

2. Increases signature loan limits from $400 to $1,000. 

3. Provides for loan officers to process loans within specified limits 
and makes other improvements in the organization of Federal credit 
unions to enable them to meet their members’ needs more efficiently. 

4. Liberalizes borrowing restrictions on Federal credit union 
officials. 

5. Authorizes Federal credit unions to cash and sell checks to 
members for a reasonable fee. 

6. Authorizes dividends to be paid semiannually and allows dividend 
credit for savings received in the first 5 days of a month. 

The bill would have no impact on the Federal budget, inasmuch as 
the expenses incurred by the Bureau of Federal Credit Unions are 
paid out of fees collected from the supervised credit unions. 


HISTORY OF LEGISLATION 


H.R. 8305 supersedes H.R. 5777, introduced by Hon. Wright Pat- 
man. Subcommittee No. 3 of the Banking and Currency Committee 


1 
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(Hon. Wright Patman, chairman) held hearings on H.R. 5777 and 
related bills on May 11, 12, and 13. H.R. 8305 is a clean bill, intro- 
duced by Hon. Brent Spence, chairman of the full Banking and Cur- 
rency Committee, incorporating amendments agreed to by the full 
committee, after considering H.R. 5777 as reported to it by Sub- 
committee No. 3. 


HISTORY OF CREDIT UNIONS 


This year marks the 50th anniversary of the first State credit union 
law and the 25th anniversary of the Federal Credit Union Act. The 
Federal Credit Union Act, passed in 1934, has proved to be a most 
workable and worthwhile program which has assisted over 5 million 
of our citizens in meeting in part their growing credit needs and at 
the same time encouraging them to save. 

The first credit union in the United States was organized in Man- 
chester, N.H., in 1909 with the first law in the United States on this 
subject being passed in the State of Massachusetts in the same year. 
The sponsors of this law, Pierre Jay, then banking commissioner of 
Massachusetts, and Edward A. Filene, a prominent Boston philan- 
thropist, firmly espoused credit unions as a method by which people 
with limited financial means could gain a larger share of control over 
their own economic destinies. 

Today there are more than 9,000 Federal credit unions operating 
in the United States and its Territories and possessions, including the 
District of Columbia, with a membership of over 5 million. Although 
the Federal Credit Union Act has been law for only 25 of the 50 years 
credit unions have operated in the United States, almost half of the 
20,000 credit unions which have been organized in this country have 


been chartered by the Federal Government. 

As of December 31, 1958, Federal credit unions had assets estimated 
at more than $2 billion and are growing at a rate of approximately 
$300 million each year. It is also important to note that during the 

ast 25 years, less than one-fifth of 1 percent of the dollar amount 
oans made by Federal credit unions have been charged off as losses. 


AMENDMENTS TO FEDERAL CREDIT UNION ACT 


Although the Federal Credit Union Act has proven to be a re- 
markably effective instrument during the 25 years in which it has 
operated, it has not kept pace in many respects with the changes in 
our economy and the evolving needs of credit unions and their mem- 
bers which have risen ene this period. Accordingly the committee 
is recommending a series of specific amendments which are designed 
to bring the act in tune with today’s economy. The effect of these 
changes and the reasons for proposing them are discussed in the 
following paragraphs. 

LOAN MATURITY 


Section 7(5) of the act is changed to raise the maximum maturity 
for loans by Federal credit unions from 3 years to 5 years, and to give 
the Bureau of Federal Credit Unions authority to regulate amortiza- 
tion of loans. This amendment would allow Federal credit unions 
to more adequately meet the demands of their members for various 
types of loans. For instance, a 5-year loan maturity on home repair 
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and modernization loans would be more feasible for many credit union 
members. Also, there are many occasions when a credit union mem- 
ber has suffered a series of financial catastrophes and wishes to borrow 
additional funds or consolidate his debts but is realistically unable to 
liquidate such an obligation within a 3-year period. Under these 
conditions, if the member is of sound character, the credit union often 
wishes to extend a longer term loan. Such loans can be a sound use 
of credit and are consistent with the fundamental purposes and goals 
of credit unions. 

The Director of the Bureau of Federal Credit Unions testified that 
he had no objection to this extension of loan maturities, but pointed 
out that the key to proper liquidity and solvency is the systematic 
amortization of Joan receivables. At the Director’s suggestion, your 
committee added to section 7(5) authority for the Director to pre- 
scribe rules and regulations governing loan amortization, with the 
limitation that he may not require payments more frequently than 
annually. 

LOANS TO DIRECTORS 


Section 7(5) is also amended to raise the limit on loans a Federal 
credit union may make to its directors and members of its supervisory 
committee or credit committee. The act now limits such loans to the 
amount of the shareholdings of the director or member concerned. 
The amendment raises the limit to cover, in addition, the amount of 
any shareholdings of any other member of the credit union that are 
pledged as security for the loan. The present limit in the act places 
a hardship on those officials who are willing to render volunteer service 
but have the same credit needs as other members of the credit union. 
Testimony before your committee indicated many credit union officials 
have been forced to resign from office because they required a loan in 
excess of their personal shareholdings. Also, many capable and ex- 
perienced members are reluctant to assume office due to the present 
restrictions. As a result, credit unions often lose the benefit of the 
most capable leadership. This weakness would be remedied to a large 
degree by the proposed liberalization, and at the same time due regard 
for the safety of the funds of the credit union would be retained. 


AUTHORITY TO CASH AND SELL CHECKS 


A new section 7(12) is added to the act to authorize a Federal credit 
union to cash and sell checks for a fee, as a service to members of the 
credit union. Under present law, cashing and selling checks is not 
authorized, except in connection with some other transaction the 
credit union has authority to carry out. The Director of the Bureau 
has ruled that Federal credit unions may not charge a fee for cashing 
or selling checks. Credit unions throughout the country had been 
engaged in this activity and the ruling has created considerable hard- 
ship. The activity, which is desired and requested by the members, 
results in certain direct and indirect costs. It is only fair and equitable 
that these costs should be borne by those directly availing themselves 
of the service rather than by the general membership. This principle 
has been accepted by the credit unions directly involved and as the 
owners of the credit unions, they should have the right to provide this 
service for themselves. 
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SUPERVISORY COMMITTEE 


Sections 12 and 16 include changes relating to the supervisory com- 
mittee, one of the three bodies established by law to manage Federal 
credit unions. Under present law, the supervisory committee is elected 
by the members of the credit union; the bill would change this to 
provide for appointment by the credit union’s board of directors, and 
would bar the treasurer of the credit union from serving on the super- 
visory committee. It would further provide the members of the 
supervisory committee may be suspended by the board of directors, 
subject to approval of the membership. 

The board of directors has the responsibility for the general direction 
and control of the affairs of the credit union. The present law limits 
its ability to properly discharge this responsibility in instances where 
an elected supervisory committee is not functioning in an effective 
manner and in accordance with prescribed procedure. The recom- 
mended changes would allow for the appointment of qualified persons 
to the committee by the board and would charge the board with more 
direct responsibility for supervisory committee performance. 


OFFICERS 


Section 13 is amended to authorize election of one or more vice 
presidents of a Federal credit union (present law authorizes only one) ; 
change the title of “clerk” to “secretary”; and provide that no execu- 
tive officer other than the treasurer may be paid for his services (this 
conforms with existing practice). The authorization of additional 
vice presidents would be of particular significance to credit unions 
which require an additional cosignatory on checks. The change in 


title from ‘clerk’ to “secretary” would be more descriptive of the 
function of the position, and add dignity and stature to the office. 
The amendment specifying that the executive officers other than the 
treasurer shall serve without pay would write into law a long-standing 
principle of credit union operations. This principle is now embodied 
in the standard bylaws, which must be approved by the Bureau; but 
your committee feels that it should be embodied in the law itself. 


DELEGATION OF FUNCTIONS OF BOARD OF DIRECTORS 


Section 14 is amended to authorize the board of directors to appoint 
an executive committee of not less than three directors, to act for the 
board in buying and selling securities, making loans to other credit 
unions, or approving applications for membership. The function of 
approving membership applications could be delegated, instead, to a 
membership officer appointed by the board of directors from among 
the members of the credit union (excluding the treasurer or any 
assistant treasurer or loan officer). The board of directors usually 
meets only once a month. These changes would allow action more 
promptly in limited areas, where authorized by the board. ‘Thus, 
credit unions could make their services and benefits available more 
quickly to applicants for membership, either by authorizing applica- 
tions to be approved by the executive committee, or by appointing a 
membership officer for that purpose. Similarly, investments and 
loans to other credit unions could be handled more effectively under 
the new amendment, 
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COMPENSATION FOR EMPLOYEES 


Section 14 would also authorize the board of directors to provide 
for compensation for loan officers (a new position created by sec. 15, 
explained below) and necessary clerical and auditing assistance 
requested by the supervisory committee. This would assist the 
supervisory committee in functioning more effectively. This com- 
mittee, which is charged with the responsibility for making regular 
internal audits of the credit union, often requires outside assistance. 
Compensation for loan officers who would take some of the burden 
off the credit committee is based upon the same principle. 


LOAN OFFICERS 


Section 15 is amended to provide for appointment by the credit 
committee of one or more loan officers to approve loans up to the 
unsecured loan limit, or over the limit if the excess is fully secured 
by unpledged shares. Under present law all loans must be approved 
by the credit committee. This amendment would provide a realistic, 
practicable means of reducing the burden upon the credit committee 
in credit unions having a large and continually increasing volume of 
loan activity. Also, due to the fact that the committee, which is not 
compensated, is often scattered and finds it difficult to meet fre- 
quently and on short notice, proper consideration and prompt loan 
service in emergencies is not feasible. A loan officer would ol in a 
position to move quickly in instances of this nature. The credit 
committee would be fully apprised of his activities since he would be 
required to furnish them with a record of all loan applications ap- 


proved and of loan applications not approved within 7 days of such 
action. Loan applications not approved by the loan officer would 
be acted on by the credit committee. If it desired to do so, the 
credit committee could appoint the treasurer or an assistant treasurer 
as loan officer. 


UNSECURED LOAN LIMIT 


Section 15 is also amended to raise the unsecured loan limit from 
$400 to $1,000. This change would allow credit unions more efiec- 
tively to satisfy the consumer credit needs of the expanding credit 
union membership. Congress has progressively increased this limit 
from $50 initially in the original act to $100 in 1940, $300 in 1946, and 
$400 in 1949. The experience of Federal credit unions on loans of 
this type has been very good over the years, and it is felt that the 
rising cost of commodities and services, coupled with the progressive 
growth in knowledge on the part of credit unions of the character 
and financial responsibility of their members, warrants the requested 
increase in the signature loan limit. 


DIVIDENDS 


Section 18 is rewritten to authorize the board of directors to declare 
dividends (the law now requires action by the membership at the 
annual meeting); authorize semiannual dividends (now only annual 
dividends are allowed); and allow dividend credit for a month on 
shares paid up during the first 5 days of the month (now limited to 
shares paid up before month begins), . 
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The function of declaring dividends should be placed in the body 
which is primarily responsible for the management and sound opera- 
tion of the credit union. Also, it is in the best position to determine 
the size of the dividend which should be distributed, based upon its 
intimate knowledge of the organization’s affairs and its current and 
future needs. 

The current requirement that dividends be paid annually often 
penalizes members who are forced to withdraw shareholdings prior 
to the yea end, thereby losing the dividend. Adoption of the alter- 
nate plan would be optional with each currently operating credit 
union and would require an appropriate amendment to the bylaws. 
Newly chartered credit unions would have an initial choice. 

Dividend credit should be allowed for the month on the accounts 
of members who do not receive their compensation until the last day 
of the previous month or the first day of the current month and find 
it impractical to make share payments immediately. Dividend credit 
under the current law would not commence until the following month. 
The proposed amendment eliminates this inequity and provides an 
additional incentive for saving. 


SPACE IN FEDERAL BUILDINGS 


Section 25 of the act as rewritten relates to use by State or Federal 
credit unions of space in Federal buildings. The law now authorizes 
allotment of available space without charge to credit unions composed 
entirely of Federal employees and their families. The bill would 
broaden this authority to cover credit unions 95 percent of whose 
members are Federal employees or were when admitted to member- 
ship, or are members of their families. This would allow credit 
unions to continue membership of retired Federal employees and 
members who leave Government service without jeopardizing the 
credit union’s eligibility for space in Federal buildings. Also, it would 
allow such credit unions to continue their eligibility although member- 
ship is extended to a limited number of employees of private con- 
tractors working on Federal installations along with Federal employees, 
and to American Legion and Red Cross personnel working at veterans’ 
hospitals, etc. 

CONVERSIONS 


Section 26 is a new section covering conversion of credit unions 
from State to Federal charter and vice versa. Conversion from Fed- 
eral to State charter would require the affirmative vote of a majority 
of the members, plus compliance with State procedures for obtaining 
a State charter. Conversion from State to Foderal charter would re- 

uire compliance with applicable State law and with the provisions of 
the Federal act. Under certain circumstances conversion of its char- 
ter may be deemed advisable by a credit union and acceptable to the 
supervisory agencies involved. Special authority appears warranted 
which would facilitate the procedure of converting a credit union from 
a Federal to a State charter and vice versa without dissipation of 
reserves or undue disruption of normal service to the credit union 
members. 
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TERRITORIAL APPLICABILITY 


Section 27 is amended to provide that the Federal Credit Union 
Act shall apply to the several States, the District of Columbia, the 
Territories and possessions, the Canal Zone, and Puerto Rico. This 
would substitute a general statement for the existing provision which 
specifically covers the Canal Zone and the Virgin Islands. Thus, it 
would eliminate the need for future amendments of this type. 


ROBBERY AND INCIDENTAL CRIMES 


Section 2113 of title 18 of the United States Code now makes it a 
Federal offense to rob any bank or savings and loan chartered or in- 
sured by the Federal Government and any bank that is a member of 
the Federal Reserve system. The section also covers other incidental 
crimes against such banks and savings and loan associations. The bill 
amends this section to cover Federal credit unions, as well. 


CENTRAL CREDIT UNIONS 


Many of the witnesses appearing in behalf of this legislation urged 
that the act be amended so as to provide for the chartering of Federal 
central credit unions. These witnesses suggested that there is a real 
need for central credit unions which can act as a source of additional 
funds and as an investment medium for Federal credit unions in a 
particular geographical area. They pointed out that the achieve- 
ments of State-chartered central credit unions attest to the need for 
this change in the Federal Credit Union Act. The Director, Bureau 
of Federal Credit Unions, however, testified that he did not believe 
such legislation desirable or necessary. 

The objective of distributing savings throughout a group of credit 
unions so as to avoid situations where funds lie fallow in some credit 
unions while others lack funds to make loans is certainly a worthy 
one. At the same time, we must make sure that any system devised 
to meet this objective does not involve any unnecessary risk for those 
who entrust their savings to their local credit unions. We must make 
sure, too, that if a new institution is created to make loans to officers 
reasonable precautions are taken to avoid possible abuses resulting 
from conflicts of interest between officers and members of credit 
unions. Your committee was not satisfied that the central credit 
union provisions of H.R. 5777 had been perfected to the point where 
these conditions were met. Accordingly, your committee did not 
include provisions for central credit unions in the bill as reported. 
Instead, the bill contains a provision (sec. 3) directing the Bureau of 
Federal Credit Unions to consider these problems and present a draft 
proposal which will include sufficient guidelines and safeguards to 
insure protection of the members of local credit unions as well as 
sufficient powers to permit Federal central credit unions to function 
effectively. Under section 3, this proposal must be presented to 
Congress by January 15, 1960. 
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SUPPLEMENTAL VIEWS OF MESSRS. PATMAN, REUSS, 
BARR, MILLER, AND JOHNSON 


We join in support of the bill because it makes many improvements 
in the Federal Credit Union Act. However, we urge the retention of 
the provisions that had been approved after careful consideration by 
the Subcommittee No. 3. These were amendments to the Federal 
Credit Union Act to— 

(1) permit the charter and operation of Federal central credit 
unions. 

(2) permit investment by Federal credit unions in the shares of 
Federal- and State-chartered central credit unions. 

The testimony at the hearings gives ample explanation of, and sup- 
port for, Federal central credit unions. For example, on page 9, 
Julius Stone, first vice president of CUNA and chairman of its legal 
and legislative committee, from Massachusetts, supported Federal 
centrals as follows: 


Mr. Stone. * * * central credit unions can fill a real 
pressing need by obtaining existing surplus credit-union funds 
and making them available to credit unions whose only cash 
resources are temporarily inadequate. There are normal 
seasonal patterns of borrowing and savings of the various 
types of credit unions and these seasonal factors are respon- 
sible for most such occurrences. 

For example, teacher credit unions tend to find their sav- 
ings falling off during the summer vacation months, while 
borrowing requests frequently increase. 

In other types of industry, credit unions have their peak 
flow of savings during the summer months, but tend to be 
seasonally short of funds during the winter months. 

By balancing off these peaks and valleys, Federal central 
credit unions would impart additional financial strength 
and stability to credit unions, merely by utilizing the re- 
sources the credit unions have already mobilized. 

Federal central credit unions can also impart additional 
strength to credit unions located in depressed areas. Where 

lant closings have occurred and unemployment is relatively 

igh, the individual credit unions are prepared to assist their 
members during their time of need and have done so to the 
benefit of both the member and the credit union. 

However, in plants where employment is declining, mem- 
ber savings tend to be withdrawn limiting the lending power 
of the credit union and its power to serve as a bastion of 
stability. 

The Federal central credit unions in these circumstances 
could fill an important need by lending funds generated by 
other credit unions which are members of the Federal central 
credit union. In this way individual credit unions could 
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marshal additional funds and thereby assist not only its 
members but through them the entire economy of the 
depressed area. 

I think when the gentleman from Michigan, who has 
accompanied me, testifies, he will bring to you an interesting 
story of the service which the credit unions in that area 
rendered to government employees of the State of Michigan 
who found themselves in a difficult condition because the 
State did not have the money to meet its payroll, and I 
think you will find in that story perhaps one of the good 
reasons why you should be particularly interested in this 
amendment, as well as the fine record of achievement of serv- 
ice to people in time of need which the credit unions in 
Michigan rendered, only a few weeks ago. 


Mr. James J. Girvan, a Railway Express employee with their credit 
union, in the Philadelphia area, expressed his views as follows (pp. 
32-34): 

* * * * * 

At the present time there are in operation Federal credit 
unions whose membership is restricted to directors and credit 
and supervisory committee members of both Federal and 
State credit unions and are commonly known as officer credit 
unions. These credit unions are restricted to operational 
areas within a State or a portion of a State. 

Their share capital can be obtained only from these eligible 
directors and committee members, who are restricted as to 
loans in their own credit unions where they hold office to an 
amount equal to their own shares. 

Although these officer credit unions endeavor to serve the 
credit needs of their membership, the funds available for this 
purpose are limited since the directors and committeemen 
that make up the membership prefer to purchase shares in 
their own primary credit union. Therefore, these officer 
credit unions have a very limited ability to serve their credit 
function. An additional source of funds is essential in order 
to remove a currently existing serious obstacle to the recruit- 
ment of the best qualified individuals to serve as credit union 
officials, due to loan restrictions on their own credit unions. 
This need can best be answered by the proposed Federal cen- 
tral credit unions. 

The Federal central credit union can also serve as a very 
effective medium for satisfying the credit needs of the indi- 
vidual credit unions. Federal credit unions have the privi- 
lege in the present law of borrowing up to 50 percent of their 
unimpaired capital and surplus. This provision is designed 
to enable them to borrow to meet the loan demand of their 
own members when the accumulation of shares is less than 
their credit needs. In some credit unions this is a constantly 
recurring situation. However, in attempting to borrow for 
this purpose, many credit unions experience a serious prob- 
lem due to the reluctance of other financial institutions to 
make loans to credit unions and the difficulty, delay, and 
restrictions applicable to such loans when made by such 
institutions. 
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As a result, credit unions desiring to use their borrowing 

rivileges must often seek loans from other credit unions. 
Tn so doing they frequently encounter the experience of being 
forced to make a number of loans in small amounts from 
several credit unions. 

I should like to point out at this time that in the Phila- 
delphia area we have 234 credit unions. When we desire to 
borrow from any one of them, it may be necessary to make 
25 to 30 telephone calls before we find a credit union with 
funds available for loans. The enactment of this change 
would eliminate that deplorable condition—most disturbing, 
at least, condition. 

This is caused by the fact that credit unions with funds 
in excess of their own member needs find it a desirable and 
provident business procedure to invest their funds in U.S. 
Government bonds and obligations and in other insured 
savings and loan institutions. In this manner they obtain 
some return on extra funds while retaining a reasonable 
amount of cash on hand to meet their own needs. 

To redeem these investments in order to assist another 
credit union with a loan could result in a reduction in cash 
value in some instances and a loss of dividend or interest 
earnings in others. Therefore, the funds of other credit 
unions are not readily available for loans to other credit 
unions. * * * 

There are currently in existence State central credit unions 
within some States which operate under State law. The 
proposed revision of the Federal Credit Union Act would 
permit Federal credit unions to avail themselves of the share 
and loan facilities of such currently operating State central 
credit unions and also provide for establishment of Federal 
central credit unions to serve in the same manner in areas 
where State central credit unions are not pcrmissible under 
existing laws. 

The State central credit unions currently functioning have 
more than justified their existence in terms of achievement. 
There appears to be no theoretical or practical justification 
for not authorizing the establishment of Federal central 
credit unions where needed in order that Federal credit unions 
may also benefit from this mode of operation. 

To sum up, the function of Federal central credit unions 
would be to accept credit union surplus funds for the purpose 
of making loans to credit unions and to officials of credit 
unions in need of credit. 

The proposed Federal central credit unions would provide 
for a cooperative structure which has a very much needed 
and proper position in the true mutual purpose of credit 
unions. 

The proposed Federal central credit unions could be 
established only by authorization of the supervising agency 
and would function within a well-defined geographical area. 

The proposed Federal central credit unions would provide a 
medium for the mutual use of funds in the interest of the 
members of many credit unions, and eliminate existing 
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handicaps created by conditions not within the control of 
the credit unions * * * 


The important changes sought to be accomplished, other 
than mere form are increasing the lending authority of the 
credit unions, giving them authority to operate more smooth- 
ly, permitting them to have paid employees under certain 
circumstances * * * certain services that are necessary to 
the smooth operation of a credit union—setting up a so- 
called central credit union, and let me indicate that that is 
not new in the credit union movement. Many States have 
already done just that. They have set up central credit 
unions within each State, which central credit unions are of 

assistance to the credit unions organized under State law, 

as well as to the officers and committeemen who operate, 
and the directors, who operate the credit unions. The cen- 
tral credit union is a source of credit to officers and directors 
of credit unions who could not quality under the law to 
borrow from their own credit union, because that would 
involve self-dealing. So they have set up these central credit 
unions within the States to make credit available to those 
men if and when they need it, and the provision in the 
Patman and Multer bills would do the same thing on the 
Federal level. * * * 


George Riley, representing the AFL-CIO, supported . ederal 
tral credit unions as follows (pp. 103-104): 


* * * We also support the amendment which would 
authorize the chartering of Federal central credit unions 
made up of local credit unions within a particular geograph- 
ical area, or which could include as individual members, 
directors and committee members of credit unions. 

Both the stability and the loan flexibility of individual 
credit unions would be enhanced by the availability of a 
central source of credit representing the combined resources 
of the member unions within geographical areas. The terri- 
torial basis, in each case, would be voluntarily established by 
those unions wishing to join together and thus would be 
tailored to local economic realities. 

Under present law, of course, credit unions can and do 
borrow from each other. But the efficiency and safety of 
borrowing procedures would be much improved by the mech- 
anism of a central organization in which the member unions 
own shares and which would be able to muster larger resources 
to meet special borrowing needs which cannot always be met 
by other lending institutions. 

For example, in a particular locality where one or more 
industries may be hit by a recession causing much unem- 
ployment, local credit unions are under severe demands for 
cash withdrawals and loans to meet acute personal needs. 
The credit union is often the only source of credit for a person 
temporarily out of a job. The credit union in turn may find 
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page 99, as follows: 
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its borrowing opportunities limited, but with the availability 
of additional credit from a central organization of its own, it 
can weather the economic distress. 

Then, again, workers employed on a seasonal basis may 
make severe demands on credit union facilities during certain 
periods of the year. Central credit unions would ease the 
strain of widely fluctuating credit demands on the part of 
particular memberships. Or in areas suddenly visited by 
flood or other disaster, forcing members out of their homes, 
their jobs or both, the need for additional credit union 
reserves may be vital. 

We urge the authorization of Federal central credit unions. 
Some State laws—Michigan is one example—currently do 
make provision for central credit unions in which State- 
chartered unions can be members. Federally chartered 
unions, however, cannot fully participate in these central 
unions, nor is there other provision for a central credit 
union they can belong to. 

A second purpose of the amendment for Federal central 
credit unions is to provide full credit union facilities to officers 
and committee members of local credit unions. These indi- 
viduals, as persons with direct influence over the policies of 
the credit unions in which they officiate, are rigidly restricted 
as to amounts they may borrow from their own organizations. 
By allowing such officials to participate in a separate central 
credit union, they may exercise normal borrowing powers 
without undergoing special personal disadvantage in order to 
volunteer their energies in service to their own local credit 
organizations. * * * 


The Director of the Bureau of Federal Credit Unions, J. Deane 
Gannon, objected (hearings, p. 127) to permitting unlimited invest- 
ment by Federal credit unions in shares of central credit unions. The 
bill considered by the full committee, therefore, restricted those invest- 
ments to a “total amount not exceeding 25 per centum of its paid-in 
and unimpaired capital and surplus.”” Thus, a reasonable limit was 
set that would meet the specific objection of the Director. 

There are 26 Federal officer credit unions now chartered throughout 
the country. These credit unions seek to meet the need of officers of 
other Federal credit unions. These are a form of central credit unions. 
This is firm evidence that the principle of Federal credit unions is a 
well-established one. 

Central credit unions are by no means a new or untested type of 
institution. It is a principle well established in basic law by the State 
credit unions. There are presently some 54 central credit unions 
among the various States. The identities of each are listed in an 
appendix to our supplemental views. 

Central credit unions, chartered and supervised by various States, 
have proved to be an excellent method of solving many difficult prob- 
lems that credit unions today face. These two provisions relating to 
Federal central credit unions were modeled after the existing laws 
regulating State-chartered central credit unions. 

This well-documented history of success with central credit unions, 
without blemish or scandal, and the carefully reasoned analysis by 
witnesses before the subcommittee detailing the needs for such pro- 
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visions, was brushed aside by the full committee on the ground that 
it might permit ‘‘self-dealing” (officers loaning to themselves im- 

roperly, etc.). Like many such phrases, it sounds very ominous. 

owever, the phrase is completely without substance. ‘The fact is, 
and we wish to emphasize this point, that the same legal restrictions and 
safeguards applying to any local credit will apply equally to central 
credit unions. The specific restrictions imposed by this bill apply 
equally to officers of any credit union whether local or central. Since 
existing restrictions have proved ample to control the activities of 
officers of local credit unions, and since no objections have been raised 
to the administration of local credit unions, we fail to understand 
how similar restrictions could be deemed objectionable when applied 
to officers of central credit unions. 

The proposed Federal central credit union was designed to fulfil 
two significant functions: 

(1) Federal central credit unions would act as a clearinghouse for 
surplus credit union funds, receiving funds from credit unions with 
a temporary surplus and lending these funds to other credit unions 
experiencing heavy loan demands. The smaller credit unions with 
fewer sources of credit tend to experience greater problems when 
attempting to borrow funds than do the larger credit unions. Al- 
though the larger credit unions may have excellent financial relation- 
ships with commercial banks or other financial institutions, many 
smaller or medium size credit unions experience undue delay, exces- 
sive cost, or, in many cases, face outright refusal in having their 
borrowing requests fulfilled by existing financial institutions. 

Federal credit unions may now borrow from others only by a 
lengthy, time-consuming, and difficult process. These provisions will 
relieve officers of this groundless and burdensome work. 

There are a number of specific reasons why Federal credit unions 
need to have this additional source from which they can borrow funds. 

(a) Most Federal credit unions experience seasonal and cyclical 
needs for additional funds, even with a membership composed of 
individuals who enjoy regular incomes. For instance, credit 
unions organized in industrial plants where employment is reg- 
ular and where the membership receive their incomes regularly, 
still face seasonal demands for loans (at Christmas, Easter, etc:). 
These credit unions need to be able to borrow additional funds 
to meet these legitimate loan demands. 

(6) Many Federal credit unions are organized among groups 
which receive irregular incomes such as those serving farmers or 
teachers. In addition to the normal seasonal Ate for extra 
funds, these credit unions, to function effectively, need additional 
sources of funds to cope with the problems of large swings in 
their total share accounts and loan demands. 

(c) Other reasons are: an industrial plant within which a credit 
union is organized is temporarily shut down, or there are layoffs 
of a substantial number of employees, or there may be some sort 
of disaster such as a flood or fire in the local community. In 
these cases members will be withdrawing shares from the credit 
union, while at the same time, the credit union is experiencing 
increased loan demands because of the financial difficulties of its 
members. In these types of cases it is often very difficult for 
these credit unions to be able to borrow the funds they need to 
serve their members effectively. 
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On the other hand many credit unions have chronic surpluses of 
funds. Many such credit unions operating under State charter are 
presently investing some part of these surplus funds in State chartered 
central credit unions and providing the capital for the effective 
operation of these central credit unions. 

(2) Federal credit unions would provide mechanism for meeting 
the borrowing needs of credit union officers whose indebtedness to 
their credit unions is presently limited to the amount of their share 
accounts. The bill ordered reported by the Banking and Currency 
Committee would permit credit union officers to borrow from their 
credit unions up to the amount of their shareholdings, plus the total 
unencumbered and unpledged shareholdings in the credit union of any 
member pledged as security for the obligation of such directors or 
committee members. This seems to be a reasonable restriction upon 
the directors and committee members of a credit union. However, 
by accepting a position as an officer in a credit union, the member 
in effect gives up some of the privileges of membership in that credit 
union. With Federal credit unions having a rather extensive officer 
turnover the limitation on officers borrowing deters many members 
from accepting the responsibility of being a credit union officer. Thus, 
it is obvious that there is need for some type of credit union which 
can serve the credit needs of credit union officers. While Federal 
credit unions to serve officers have been chartered (“officer credit 
unions’’), they have frequently been unable to attract adequate funds 
to serve their officer members’ credit needs because of the restrictions 
against Federal credit unions investing shares in these central credit 
unions. 

The testimony before the subcommittee was overwhelmingly on one 
side of this issue. The experience of the States which have central 
credit unions is overwhelmingly favorable. The same safeguards 
which apply to the operations of local credit unions would also apply 
to veer credit unions. There is no reason for the Federal law to 
fail to include permissive provision for such central credit unions. 
These central credit unions are serving useful purposes in those States 
where they are now in operation; they would serve similar useful pur- 
poses for Federal credit unions, their members, and their officers. 

We see no reason to delay consideration of this amendment. In the 
first place, it has already been thoroughly considered by the subcom- 
mittee. In the second place, this entire bill has been viewed as a 
recodification of the Federal Credit Union Act. If these provisions 
are considered later in a separate bill, it will take amendments at 
eight separate places in the recodification to replace what was deleted 
by a close vote in the committee. 

The delays and difficulties in the path of considering this matter in 
separate legislation are too well known to need amplification here. 
The time to wrap up a complete Federal Credit Union Code is now, 
at the time of recodification. 

We believe that the measure should be amended to reinstate provi- 
sions for the chartering and operation of Federal central credit unions. 

Wricut PatMan. 
Henry S. Reuss. 
JoserH W. Barr. 
Cirem MILuer. 
Byron L. JoHNnson. 





ns 


d 


ieee 


seat lak 


ener ree 


si 


Sain sate 


FEDERAL CREDIT UNION ACT 15 


APPENDIX TO SUPPLEMENTAL VIEWS 


FEDERAL Orricer CrepITt UNIONS 


CENTRAL CREDIT UNIONS 


Connecticut League Federal Credit 
Union, Kensington, Conn. 

League Central Federal Credit Union, 
Washington, D.C. 

Hawaii Central Federal Credit Union, 
Honolulu, Hawaii 

Central Federal Credit Union, Indianap- 
olis, Ind. 

Kansas Federal Credit Union, Wichita, 
Kans. 

Maine League Federal Credit Union, 
Portland, Maine. 

Massachusetts Officers Federal Credit 
Union, Boston, Mass. 

Nebraska League Federal Credit Union, 
Omaha, Nebr. 

New Jersey Officers Federal Credit 
Union, Roselle, N.J. 

Western New York Federal Credit 
Union, Buffalo, N.Y. 

Jamestown Officers Federal Credit 
Union, Jamestown, N.Y. 

Greater’ New York Federal Credit 
Union, New York, N.Y. 

Eastern’ New York Officers Federal 
Credit Union, Schenectady, N.Y 


Central New York Officers Federal 
Credit Union, Utica, N.Y. 

Cleveland Chapter Federal Credit 
Union, Cleveland, Ohio. 

Miami Valley Chapter Federal Credit 
Union, Dayton, Ohio. 

Toledo Officers Federal Credit Union, 
Toledo, Ohio. 

Erie Officers Federal Credit Union, 
Erie, Pa. 

Pacedoc Federal Credit Union, Harris- 
burg, Pa. 

Pittsburgh Officers Federal Credit 
Union, Pittsburgh, Pa. 

South Dakota Federal Credit Union, 
Sioux Falls, 8. Dak. 

Tennessee League Federal Credit Union, 
Memphis, Tenn. 

Toe Federal Credit Union, Dallas, 

ex. 

West Virginia League Federal Credit 
Union, Bluefield, W. Va. 

Wyoming Central Federal Credit Union, 
Cheyenne, Wyo. 

Delaware Central Federal Credit Union, 
Brookside-Newark- Delaware. 
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STATE CENTRAL 


Alabama Central Credit Union, Bir- 
mingham, Ala. 

Arizona Central Credit Union, Phoenix, 
Ariz. 

Southern Arizona Credit Union, Tucson, 
Ariz. 

State Central Credit Union, Little Rock, 
Ark. 

Central Credit Union of California, 
Oakland, Calif. 

South California Central Credit Union, 
Los Angeles, Calif. 

Central Credit Union of San Diego, San 
Diego, Calif. 

Colorado Central Credit Union, Denver, 
Colo. 

Florida League Credit Union, Jackson- 
ville, Fla. 

Florida Central Credit Union, Miami, 
Fla. 

Tampa Central Credit Union, Tampa, 
Fla. 

Georgia League Credit Union, Atlanta, 


Ga. 

Idaho Central Credit Union, Pocatello, 
Idaho. 

Bloomington Chapter Credit 
Bloomington, IIl. 

John L. Kelly Chapter Credit Union, 
Champaign, Ill. 

ICUL Credit Union, Chicago, II. 

Vermilion County Chapter 
Urion, Danville, Il. 

Central Illinois Chapter Credit Union, 
Decatur, Ill. 
Southern [Illinois Directors 
Union, East St. Louis, Ill. 
Will County Chapter Credit Union, 
Joliet, Ill. 

Kankakee Chapter Credit Union, Kan- 
kakee, IIl. 

Harry O. Perlee Chapter Credit Union, 
Loves Park, Ill. 

Tri-County Chapter 
Ottawa, Il 

Peoria Chapter Credit Union, Peoria, 


Union, 


Credit 


Cedit 


Credit Union, 


Quiney Chapter Credit Union, Quincy, 
Ill. 


Mississippi Valley Chapter Credit Un- 
ion, Silvis, Ill. 

Springfield Chapter 
Springfield, LL 


Credit Union, 


UNION ACT 


CREDIT UNIONS 


Mississippi Valley Chapter Credit Un- 
ion, Davenport, lowa. 

ieee Iowa Credit Union, Des Moines 
ow 

Kansas Central Credit Union, Wichita, 
ans 

Kentucky Central Credit Union, Inc., 
Louisville, Ky. 

League ~~ Credit Union, 
Orleans 

Central Credit Union of Maryland, 
Baltimore, Md. 

Central Credit Union of Michigan, 
Detroit, Mich. 

Minnesota Central Credit Union, St. 
Paul, Minn. ' 

Mississippi League Central Credit Un- 
ion, Jackson, Miss. 

Missouri State Credit Union, Kansas 


New 


City, Mo. 

St. Louis Mutual Credit Union, St. 
Louis, Mo. 

Montana Centra: Credit Union, Great 
Falls, Mont. 


New Mexico Central Credit Union, 
Albuquerque, N. Mex. 

League Central Credit Union, Greens- 
boro, N.C. 

North Dakota Central Credit Union, 
Jamestown, N. Dak. 

Cincinnati Ch: apter Credit Union, Cin- 
cinnati, Ohio. 

Ohio Central Credit Union, Inc., Co- 
lumbus, Ohio. 

Central Credit Union, Tulsa, Okla. 

Oregon Central Credit Union, Portland, 
Oreg. 

League Credit Union, Providence, R.I. 

Chattanooga Area Credit Union, Chat- 
tanooga, Tenn. 

Utah Central Credit Union, Salt Lake 
City, Utah. 

Vermont Credit Union League Central 
Credit Union, Windsor, Vt. 

Virginia League Central Credit Union, 
Lynchburg, Va. 

Credit 


Washington Central 

Seattle, Wash. 
CUNA Credit Union, Madison, Wis. 
nae anne Credit Union, Milwaukee, 


Union, 


Seq aie Central Credit Union, Fresno, 
alif. 
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CHANGES IN Existine Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Nore.—For the information of the Members of the House, functions of the 
Farm Credit Administration and the Governor thereof were transferred to the 
Bureau of Farm Credit Unions and the Director thereof, respectively, under the 
jurisdiction of the Federal Security Agency, by act of June 29, 1948 (62 Stat. 
1091). The Federal Security Agency was abolished and functions transferred 
to the Department of Health, Education, and Welfare by 1953 Reorganization 
Plan No. 1 (67 Stat. 632). 


FEDERAL CREDIT UNION ACT 


SHORT TITLE 


[That this] Szcrion 1. This Act may be cited as the “Federal 
Credit Union Act.” 
DEFINITIONS 


Sec. 2. [A Federal credit union is hereby defined as a cooperative 
association organized in accordance with the provisions of this Act for 
the purpose of promoting thrift among its members and creating a 
source of credit for provident or productive purposes. When used in 
this Act the term ‘‘Bureau”’ means Bureau of Federal Credit Unions, 
and the term “Director” means the Director thereof.] As used in 
this Act— 

(1) the term ‘“‘Federal credit union” means a cooperative associa- 
tion organized in accordance with the provisions of this Act for the 
pur pose of promoting thrift among its members and creating a source 
of credit for provident or productive purposes; 

(2) the term “Bureau”? means the Bureau of Federal Credit 
Unions; and 

(3) the term “Director” means the Director of the Bureau. of 
Federal Credit Unions. 


CREATION OF BUREAU 


Src. 3. There shall be in the Department of Health, Education and 
Welfare a Bureau of Federal Credit Unions, which shall be under the 
supervision of a Director appointed by the Secretary of Health, Education, 
and Welfare. The Bureau of Federal Credit Unions and the Director 
shall be under the general direction and supervision of the Secretary. 


FEDERAL CREDIT UNION ORGANIZATION 


Sec. [3.] 4. Any seven or more natural persons who desire to 
form a Federal credit union shall subscribe before some officer compe- 
tent to administer oaths an organization certificate in duplicate which 
shall specifically state— 

(1) Freed the name of the association [.]; 
(2) [The] the location of the proposed Federal credit union 
and the territory in which it will operate [.]; 
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(3) [The] the names and addresses of the subscribers to the 
certificate and the number of shares subscribed by each [.]; 
(4) [The] the par value of the shares, which shall be $5 each 


(5) [The] the proposed field of membership, specified in 
detail [.]; 

(6) [The] the term of the existence of the corporation, which 
may be perpetual [.]; and 

(7) [The] the fact that the certificate is made to enable such 
persons to avail themselves of the advantages of this Act. 

Such organization certificate may also contain any provisions ap- 
proved by the Director for the management of the business of the 
association and for the conduct of its affairs and relative to the 
powers of its directors, officers, or stockholders. 


APPROVAL OF ORGANIZATION CERTIFICATE 


Sec. [4.] 5. [Any such] The organization certificate shall be pre- 
sented to the Director for approval. [Upon such approval the Federal 
credit union shall be a body corporate and as such, subject to the 
limitations herein contained, shall be vested with all of the powers and 
charged with all the liabilities conferred and imposed by this Act upon 
corporations organized hereunder.] Before any organization certifi- 
cate is approved, an appropriate investigation shall be made for the 

urpose of determining (1) whether the organization certificate con- 
orms to the provisions of this Act; (2) the general character and 
fitness of the subscribers thereto; and (3) the economic advisability 
of establishing the proposed Federal credit union. Upon approval 
of such organization certificate by the Director, it shall be the charter 
of the corporation, and one of the originals thereof shall be delivered 
to the corporation after the payment of the fee required therefor. 
Upon such approval the Federal credit union shall be a body corporate, 
and as such, subject to the limitations herein contained, shall be vested 
with all of the powers and charged with all the liabilities conferred and 
imposed by this Act upon corporations organized hereunder. 


FEES 


Sec. [5.] 6. For the purpose of paying the costs incident to the 
ascertainment of whether an organization certificate should be ap- 
proved, the subscribers to any such certificate shall pay, at the time 
of filing their organization certificate, the amount prescribed by the 
Director, which shall not exceed $20 in any case; and on the approval 
of any organization certificate they shall also pay a fee of $5. Not 
later than January 31 of each calendar year, each Federal credit 
union shall pay to the Bureau [of Federal Credit Union], for the 
preceding calendar year, a supervision fee in accordance with a gradu- 
ated scale prescribed by regulation on the basis of assets as of Decem- 
ber 31 of such preceding year, but such fee shall in no event be less 
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than $10 nor [(subject to such minimum) ] more than the [amounts] 
applicable amount specified in the following table: 
Total assets Maximum fee 


$500,000 or less 30 cents per $1,000. 
Over $500,000 and not over $1,000,000 $150, plus 25 cents per $1,000 
in excess of $500,000. 
Over $1,000,000 and not over $2,000,000 $275, plus 20 cents per $1,000 
in excess of $1,000,000. 
Over $2,000,000 and not over $5,000,000 $475, plus 15 cents per $1,000 
in excess of $2,000,000. 
Over $5,000,000 $925, plus 10 cents per $1,000 
in excess of $5,000,000. 
[Provided, however, That no such annual fee shall be payable by 
such an organization with respect to the year in which its charter is 
issued, or the year in which final distribution is made in liquidation 
of the credit union or the charter is otherwise canceled.J] All such 
fees shall be deposited with the Treasurer of the United States for 
the account of the Bureau and may be expended by the Directcr for 
such [administrative and] administrative, supervisory, and other 
expenses incurred in carrying out the provisions [hereof] of this Act 
as he may determine to be proper, the purpose of such fees being to 
defray [as far as practicable, the administrative and supervisory costs 
incident to the carrying out of this Act] such expenses as far as prac- 
ticable. No annual supervision fee shall be payable by a Federal credit 
union with respect to the year in which its charter is issued, or in which 
final distribution is made in its liquidation or the charter is otherwise 
canceled. 
REPORTS AND EXAMINATIONS 


Src. [6.] 7. Federal credit unions shall be under the supervision of 
the Director, and shall make [such] financial reports to him [(at least 
annually) as he may require] as and when he may require, but at least 
annually. Each Federal credit union shall be subject to examination 
by, and for this purpose shall make its books and records accessible 
to, any person designated by the Director. The Director shall fix a 
scale of examination fees to be paid by the Federal credit unions, 
giving due consideration to the time and expense incident to such 
examinations, and to the ability of Federal credit unions to pay such 
fees, which fees shall be assessed against and paid by each Federal 
credit union promptly after the completion of such examination. 
Examination fees collected under the provisions of this section shall 
be deposited to the credit of the special fund created by section [5] 
6 hereof, and shall be available for the purposes specified in [said 
section 5] such section. 

POWERS 


Sec. [7.] 8. A Federal credit union shall have succession in its 
corporate name during its existence and shall have power— 
(1) [To] to make contracts [.]; 
(2) [To] to sue and be sued [.]; 
(3) [To] to adopt and use a common seal and alter the same 
at pleasure [.]; 
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(4) [To] to purchase, hold, and dispose of property necessary 
[and] or incidental to its operations [.]; 

(5) [To] to make loans with maturities not exceeding [three] 
five years to its members for provident or productive purposes 
upon such terms and conditions as this Act and [the] its bylaws 
provide and as the credit committee or a loan officer may approve, 
at rates of interest not exceeding 1 per centum per month on 
unpaid [balances (inclusive] balances, inclusive of all charges 
incident to making the loans [): Provided, That] except that 
no loans to a director [, officer, ] or member of [a] the supervisory 
or credit committee shall exceed the amount of his holdings in the 
Federal credit union as represented by shares thereof pius the 
total unencumbered and unpledged shareholdings in the Federal 
credit union of any member pledged as security for the obligation 
of such director or committee member. No director [, officer, or 
committee member] or member of the supervisory or credit com- 
mittee shall endorse for borrowers. A borrower may repay his 
loan, prior to maturity, in whole or in part on any business day. 
The taking, receiving, reserving, or charging of a rate of interest 
greater than is allowed by this [subsection] paragraph, when 
knowingly done, shall be deemed a forfeiture of the entire interest 
which the note, bill, or other evidence of debt carries with it, or 
which has been agreed to be paid thereon. [In case the greater 
rate of interest] Jf such greater rate of interest has been paid, the 
person by whom it has been paid, or his legal representatives, 
may recover back from the credit union taking or receiving the 
same, in an action in the nature of an action of debt, the entire 
amount of interest [thus paid from the credit union taking or 
receiving the same: Provided, That] paid; but such action is 
commenced within two years from the time the usurious [trans- 
action occurred.] collection was made. Loans shall be paid or 
amortized in accordance with rules and regulations prescribed by the 
Director after taking into account the needs or conditions of the 
borrowers, the amounts and duration of the loans, the interests of the 
members and the credit unions, and such other factors as the Director 
deems relevant, but such rules and regulations shall not require 
payments more frequently than annually; 

(6) [To] to receive from its members payments on shares [.]; 

(7) [To] to invest its funds [(a)] (A) in loans exclusively to 
members; [(b)] (B) in obligations of the United States of Amer- 
ica, or securities fully guaranteed as to principal and interest 
thereby; [(c)] (C) in accordance with rules and regulations pre- 
scribed by the Director, loans to other credit unions in the total 
amount not exceeding 25 per centum of its paid-in and unim- 
paired capital and surplus; [(d) or] (D) in shares or accounts of 
{Federal] savings and loan associations, [and in shares or ac- 
counts of any other institution] the accounts of which are insured 
by the Federal Savings and Loan Insurance Corporation[.J; 

(8) [To] to make deposits in national banks and in State 
banks, trust companies, and mutual savings banks operating in 
accordance with the laws of the State in which the Federal 
credit union does business [.]; 

(9) [To] to borrow [(from any source)] in accordance with 
such rules and regulations as may be prescribed by the Director, 
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from any source, in an aggregate amount not exceeding 50 per 
centum of its paid-in and unimpaired capital and surplus: 
Provided, That any Federal credit union may discount with or 
sell to any Federal intermediate credit bank any eligible obliga- 
tions up to the amount of its paid-in and unimpaired capital 

patents to such rules and regulations as may be prescribed by 
the Director. J; 

(10) [To] to [fine members] levy late charges, in accordance 
with the bylaws, for failure of members to meet promptly their 
obligations to the Federal credit union [.]; 

(11) [To] to impress and enforce a lien upon the shares and 
dividends of any member, to the extent of any loan made to him 
and any dues or fines payable by him [.]; 

(12) in accordance with rules and regulations prescribed by the 
Director, to sell to members negotiable checks (including travelers 
checks) and money orders, and to cash checks and money orders for 
members for a fee which does not exceed the direct and indirect costs 
incident to providing such service; and 

[(12)] (13) [To] to exercise such incidental powers as shall 
be necessary or requisite to enable it to carry on effectively the 
business for which it is incorporated. 


BYLAWS 


Src. [8.] 9. In order to simplify the organization of Federal credit 
unions the Director shall [, upon the passage of this Act, ] from time to 
time cause to be prepared a form of organization certificate and a form 
of bylaws, consistent with this Act, which shall be used by Federal 
credit union incorporators, and shall be supplied to them on request. 


At the time of presenting the organization certificate the incorporators 
shall also submit proposed bylaws to the Director for his approval. 


MEMBERSHIP 


Sec. [9.] 10. Federal credit union membership shall consist of the 
incorporators and such other persons and incorporated and unin- 
corporated organizations, to the extent permitted by rules and 
regulations prescribed by the Director, as may be elected to member- 
ship and as such shall, each, subscribe to at least one share of its stock 
a pay the initial installment thereon and the entrance fee; except 
that Federal credit union membership shall be limited to groups 
having a common bond of occupation, or association, or to groups 
within a well-defined neighborhood, community, or rural district. 
Shares may be issued in joint tenancy with right of survivorship with 
any [person] persons designated by the credit union member, but no 
joint tenant shall be permitted to vote, obtain loans, or hold office 
unless he is within the field of membership and is a qualified member. 


MEMBERS’ MEETINGS 


Src. [10.] 11. The fiscal year of all Federal credit unions shall end 
December 31. The annual meeting of each Federal credit union 
shall be held at such time during the month of the following January 
and at such place as its bylaws shall prescribe. Special meetings 
may be held in the manner indicated in the bylaws. No member 
shall be entitled to vote by proxy but a member other than a natural 
person may vote through an agent designated for the purpose. Irre- 
spective of the number of shares held by him, no member shall have 
more than one vote. 
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MANAGEMENT 


Sec. [11.] 72. [(a)] The business affairs of a Federal credit union 
shall be managed by a board of not less than five directors, and a 
credit committee of not less than three members, [and a supervisory 
committee of three members (a majority of whom shall not be direc- 
tors) all to be elected by the members (and from their number) at 
their annual meeting, and to hold office for such terms, respectively, 
as the bylaws may provide.] all to be elected at the annual members’ 
meeting by and from the members, and by a supervisory committee of 
three members, one of whom may be a director other than the treasurer, 
to be appointed by the board. Any vacancy occurring in the supervisory 
committee shall be filled in the same manner as original appointments to 
such committee. All members of the board and of such committees shall 
hold pice for such terms, respectively, as the bylaws may provide. A 
record of the names and addresses of the members of the board and 
such committees and of the officers of the credit union shall be filed with 
the Bureau within 10 days after their election or appointment. No 
member of the board or of either such committee shall, as such, be 
compensated. 

OFFICERS 


[(b)] Sec. 13. At their first meeting after the annual meeting of 
the members, the directors shall elect from their number a president, 
[a vice president, a clerk, ] one or more vice presidents, a secretary, and 
a treasurer, who shall be the executive officers of the corporation 
[and may be compensated for their services to such extent as the 
bylaws may provide]. No executive officer, except the treasurer, shall be 
compensated as such. The offices of [clerk] secretary and treasurer 
may be held by the same person. ‘The duties of the officers shall be as 
determined by the bylaws, except that the treasurer shall be the 
general manager of the corporation. Before the treasurer shall 
enter upon his duties he shall give bond with good and sufficient 
surety, in an amount and character to be determined [from time to 
time] by the board of directors in compliance with regulations 
prescribed[,,] from time to time[[,] by the Director, conditioned upon 
the faithful performance of his trust. 


DIRECTORS 


[(c)] Sze. 14. The board of directors shall meet at least once a 
month and shall have the general direction and control of the affairs of 
the corporation. Minutes of all such meetings shall be kept. Among 
other things they shall act upon applications for membership; require 
any officer or employee having custody of or handling funds to give 
bond with good and sufficient surety in an amount and character to 
be determined [from time to time] by the board of directors in 
compliance with regulations prescribed [,] from time to time [,] 
by the Director, and authorize the payment of the premium or pre- 
miums therefor from the funds of the Federal credit union; [recom- 
mend the declaration of dividends;] fill vacancies in the board and 
in the credit committee until successors elected at the next annual 
meeting have qualified; have charge of investments other than loans 
to members; determine from time to time the maximum number of 
shares that may be held by [any] an individual; subject to the 
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limitations of this Act, determine the interest rates on loans and the 
maximum amount [that] which may be loaned with or without 
security to any member; [and, ] subject to such regulations as may be 
issued by the Director, authorize an interest refund to members of 
record at the close of business on December 31 in proportion to the 
interest paid by them during [the] that year; ot } provide for com- 
pensation of necessary clerical and auditing assistance requested by the 
supervisory committee, and of loan officers appointed by the credit com- 
mittee. The board may appoint an executive committee of not less than 
three directors to act * od it in the purchase and sale of securities or the 
making of loans to other credit unions, or both. Such executive committee 
or a membership officer appointed by the board from among the members 
of the credit union, other than the treasurer, an assistant treasurer, or a 
loan officer, may be authorized by the board to approve applications for 
membership under such conditions as the board may prescribe; except 
that such committee or membership officer so authorized shall submit to 
the board at each monthly meeting a list of approved or pending applica- 
tions for membership received since the previous monthly meeting, to- 
gether with such other related information as the bylaws or the board may 
require. 
CREDIT COMMITTEE 


[(d)] Sec. 15. The credit committee shall hold such meetings as 
the business of the Federal credit union may require and not less fre- 
quently than once a month [(of which meetings due notice shall be 

iven to members of the committee) ] to consider applications for 
oans. Reasonable notice of such meetings shall be given to all members 
of the committee. No loan shall be made unless it is approved by a 


majority of the entire committee and by all [of the] members of the 
committee who are present at the meeting at which the application is 
considered; except that the credit committee may appoint one or more loan 
officers, and delegate to him or them the power to approve loans up to the 
unsecured limit, or in excess of such limit if such excess is fully secured 
by unpledged shares. Each loan officer shall furnish to the credit com- 
mittee a record of each loan approved or not approved by him within seven 
days of the date of the filing of the application therefor. All loans not 
approved by a loan officer shall be acted upon by the credit committee. 
No individual shall have authority to disburse funds of the Federal credit 
union for any loan which has been approved by him in his capacity as a 
loan officer. Not more than one member of th credit committee may be 
appointed as a loan officer. Applications for loans shall be made on 
forms prepared by such committee, which shall set forth the purpose 
for which the loan is desired, the security, if any, and such other data 
as may be required. No loan shall be made to any member, except 
in the case of a loan by a Federal central credit union to a member credit 
union, which [shall cause] causes such member to become indebted 
to the Federal credit union in [the aggregate, upon loans made to 
such member, in excess of $200 or 10 per centum of the Federal credit 
union’s paid-in and unimpaired capital and surplus, whichever is 
greater, or in excess of $400 unless such excess over $400 is adequately 
secured. ] an aggregate amount, upon loans made to such member, which 
is in excess of $200 or 10 per centum of the credit union’s paid-in unim- 
paired capital and surplus, whichever is greater, or in excess of $1,000 
unless such excess over $1,000 is adequately secured. For the purposes 
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of this [subdivision] section an assignment of shares or the endorse- 
ment of a note shall be deemed security. 


SUPERVISORY COMMITTEE 


[(e)] Sec. 16. The supervisory committee shall make [,] or cause 
to be made, at least quarterly, an examination of the affairs of the 
Federal credit union, including an audit of its books; shall make or 
cause to be made a report of its quarterly examination to the board of 
directors; shall make or cause to be made an annual audit, [and a report 
to be submitted] a report of which shall be submitted to the members at 
the next annual meeting of the corporation; [, by a unanimous vote, 
may suspend] may suspend by a unanimous vote any officer of the 
corporation[, J] or any member of the credit committee or of the board 
of directors, until the next members’ meeting, which [said] members’ 
meeting[, however,] shall be held [within seven days of said sus- 
pension and at which meeting said] not less than seven nor more than 
fourteen days after such suspension and at which meeting such suspen- 
sion shall be acted upon by the members; and[, by a majority vote, ] 
may call by a majority vote a special meeting of the shareholders to con- 
sider any violation of this Act, the charter, or [of] the bylaws, or any 
practice of the corporation deemed by the supervisory committee to 
be unsafe or conabtiadisid: {The said committee shall fill vacancies 
in its own membership until successors to be elected at the next 
annual meeting have qualified.J] Any member of the supervisory 
committee may be suspended by the board of directors. The members 
shall decide, at a meeting held not less than seven nor more than fourteen 
days after any such suspension, whether the suspended committee member 
shall be removed from or restored to the supervisory committee. The 
supervisory committee shall cause the passbooks and accounts of the 
members to be verified with the records of the treasurer from time 
to time, and not less frequently than once very two years. As used 
in this [subsection] section, the term ‘“‘passbook”’ shall include any 
book, statement of account, or other record approved by the Director 
for use by Federal credit unions. 


RESERVES 


[Sec. 12 Reserves.—] Szc. 17. All entrance fees and [fines] 
charges provided by the bylaws and 20 per centum of the net earnings 
of each [year] dividend period, before the declaration of any [divi- 
dend] dividends, shall be set aside as a regular reserve against 
losses on bad loans and such other losses as may be specified in 
the bylaws in accordance with regulations prescribed under this 
Act: Provided, however, That when the regular reserve thus estab- 
lished shall equal 10 per centum of the total amount of members’ 
shareholdings, no further transfer of net earnings to such regular 
reserve shall be required except that such amounts not in excess of 
20 per centum of the net earnings as may be needed to maintain this 
10 per centum ratio shall continue to be transferred. In addition to 
such regular reserve, special reserves to protect the interests of mem- 
bers shall be established when required [(a)] (1) by regulation, or 
[(b)] (2) in any special case, when found by the [director] Director 
to be necessary for that purpose. 





FEDERAL CREDIT UNION ACT 25 


DIVIDENDS 


Sec. [13] 18. [At the annual meeting a dividend may be declared 
from the remaining net earnings on recommendation of the board of di- 
rectors, Which dividend shall be paid on all paid-up shares outstanding 
at the end of the preceding fiscal year.] Annually or semiannually, 
as the bylaws may provide, and after provision for the required reserves, 
the board of directors may declare a dividend to be paid from the remaining 
net earnings. Such dividend shall be paid on all paid-up shares out- 
standing at the end of the period for which the dividend is declared. 
Shares which become fully paid up during such [year] dividend period 
and are outstanding at the close of the period shall be entitled to a pro- 
portional part of [said] such dividend [calculated from the 1st day 
of the month following such payment in full]. Dividend credit for 
a month may be accrued on shares which are or become fully paid up 
during the first five days of that month. 


EXPULSION AND WITHDRAWAL 


Sec. [14] 19. A member may be expelled by a two-thirds vote of the 
members of a Federal credit union present at a special meeting called 
for the purpose, but only after an opportunity has been given him to 
be heard. Withdrawal or expulsion of a member shall not operate to 
relieve him from liability to the Federal credit union. The amount 
to be paid a withdrawing or expelled member by a Federal credit 
union shall be determined and paid in the manner specified in the 
bylaws. 

MINORS 


Srec.[[15] 20. Shares may be issued in the name of a minor or in 
trust, subject to such conditions as may be prescribed by the bylaws. 
[The] When shares are issued in trust, the name of the beneficiary 
shall be disclosed to the Federal credit union. 


CERTAIN POWERS OF DIRECTOR 


Sec. [16] 27. (a) The Director may prescribe rules and regulations 
for the administration of this Act (including, but not by way of 
limitation, the merger, consolidation, [and/or] and dissolution of 
corporations organized under this Act). 

(b)(1) The Director may suspend or revoke the charter of any 
Federal credit union, or place the same in involuntary liquidation and 
appoint a liquidating agent therefor, upon his finding that the organi- 
zation is bankrupt or insolvent or has violated any of the provisions 
of its charter, its bylaws, [or of this chapter] this Act, or [of] any 
regulations issued thereunder. 

(2) The Director, through such persons as he shall designate, may 
examine any Federal credit union in voluntary liquidation and, upon 
his finding that such voluntary liquidation is not being conducted in 
an orderly or efficient manner or in the best interests of its members, 
may terminate such voluntary liquidation and place such organization 
in involuntary liquidation and appoint a liquidating agent therefor. 

(3) Such liquidating agent shall have power and authority, subject 


to the control and supervision of the Director and under such rules and 
regulations as the Director may prescribe, [(i)] (A) to receive and take 
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possession of the books, records, assets, and property of every descrip- 
tion of the Federal credit union in liquidation, to sell, enforce collection 
of, and liquidate all such assets and property, to compound all bad or 
doubtful debts, and to sue in his own name or in the name of the 
Federal credit union in liquidation, and defend such actions as may be 
brought against him as liquidating agent or against the Federal credit 
union; [( ii) J (B) to receive, examine, and pass upon all claims against 
the Federal ¢ edit union in liquidation, including claims of members on 
shares; [(iii)] (C) to make distribution and payment to creditors and 
members as their interests may appear; and [(iv)] (D) to execute 
such documents and papers and to do such other acts and things 
which he may deem necessary or desirable to discharge his duties 
hereunder. 

(4) Subject to the control and supervision of the Director and under 
such rules and regulations as the Director may prescribe, the liquidat- 
ing agent of a Federal credit union in involuntary liquidation shall 
[iJ (A) cause notice to be given to creditors and members to present 
their claims and make legal proof thereof, which notice shall be 
published once a week in each of three successive weeks in a news- 
paper of general circulation in each county in which the Federal 
credit union in liquidation maintained an office or branch for the 
transaction of business on the date it ceased unrestricted opera- 
tions[: Provided, That]; except that whenever the aggregate book 
value of the assets and property of a Federal credit union in in- 
voluntary liquidation is less than $1,000, unless the Director shall 
find that its books and records do not contain a true and accurate 
record of its liabilities, he shall declare such Federal credit union 
in liquidation to be a ‘‘no publication” liquidation, and publication 
of notice to creditors and members shall not be required in such case; 
[(ii)] (B) from time to time make a ratable dividend on all such 
claims as may have been proved to his satisfaction or adjudicated in a 
court of competent jurisdiction and, after the assets of such organiza- 
tion have been liquidated, [shall] make further dividends on all claims 
previously proved or adjudicated[[; and the liquidating agent], and he 
may accept in lieu of a formal proof of claim on behalf of any creditor 
or member the statement of any amount due to such creditor or 
member as shown on the books and records of the credit union[: 
Provided, That]; but all claims not filed before payment of the final 
dividend shall be barred and claims rejected or disallowed by the 
liquidating agent shall be likewise barred unless suit be instituted 
thereon within three months after notice of rejection or disallowance; 
[(iii)J (C) in a “no publication” liquidation, determine from all 
sources available to him, and within the limits of available funds of the 
Federal credit union, the amounts due to creditors and members, 
and after sixty days shall have elapsed from the date of his appoint- 
ment[, shall] distribute the funds of the Federal credit union to 
creditors and members ratably and as their interests may appear. 

(5) Upon certification by the liquidating agent in the case of an 
involuntary liquidation and upon such proof as shall be satisfactory 
to the Director in the case of a voluntary liquidation, that distribution 
has been made and that liquidation has been completed, as provided 
herein, the Director shall cancel the charter of such Federal credit 
union[: Provided, That]; but the corporate existence of the Federal 
credit union shall continue for a period of three years from the date of 
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such cancellation of its charter, during which period the liquidating 
agent, or his duly appointed successor, or such persons as the Director 
shall designate, may act on behalf of the Federal credit union for the 
purpose of paying, satisfying, and discharging any existing liabilities 
or obligations, collecting and distributing its assets, and doing all 
other acts required to adjust and wind up its business and affairs, 
and it may sue and be sued in its corporate name. 

[(b)] (c) After the expiration of five years from the date of 
cancellation of the charter of a Federal credit union the Director may, 
in his discretion, destroy any or all books and records of such Federal 
credit union in his possession or under his control. 

£(c)] (d) The Director is [hereby] authorized and empowered to 
execute any and all functions and perform any and all duties vested 
in him hereby, through such persons as he shall designate or employ; 
and he may delegate to any person or persons, including any institu- 
tion operating under the general supervision of the Bureau, the per- 
formance and discharge of any authority, power, or function vested 
in him by this Act. 

[(d)] (e) All books and records of Federal credit unions shall be 
kept and reports shall be made in accordance with forms approved 
by the Director. 

[(e)] (f) The Director is [hereby] authorized to make investiga- 
tions and to conduct researches and studies of the problems of persons 
of small means in obtaining credit at reasonable rates of interest, and 
of the methods and benefits of cooperative saving and lending among 
such persons. He is further authorized to make reports of such in- 
vestigations and to publish and disseminate the same. 

[(f)] (9) Any officer or employee of the Bureau [of Federal Credit 
Unions] is authorized, when designated for the purpose by the 
Director [of the Bureau of Federal Credit Unions], to administer 
oaths and affirmations and to take affidavits and depositions touching 
upon any matter within the jurisdiction of the Bureau [of Federal 
Credit Unions]. 

[L(g)] (4) The Director [of the Bureau of Federal Credit Unions] 
is authorized, empowered, and directed to require that every person 
appointed or elected by any Federal credit union to any position 
requiring the receipt, [payment or] payments, or custody of money 
or other personal property owned by a Federal credit [union or] 
union, or in its custody or control as collateral or otherwise, [to] 
give bond in a corporate surety company holding a certificate of 
authority from the Secretary of the Treasury under the Act [of 
Congress] approved July 30, 1947 (6 U.S.C. [[, secs.] 6-13), as an 
acceptable surety on Federal bonds. Any such bond or bonds shall 
be in a form approved by the Director with a view to providing surety 
coverage to the Federal credit union with reference to loss by reason 
of acts of fraud or dishonesty including forgery, theft, embezzlement, 
wrongful [abstraction or] abstraction, or misapplication on the part 
of the person directly or through connivance with others, and such 
other surety coverages as the Director may determine to be reasonably 
appropriate or as elsewhere required by this [chapter] Act. Any 
such bond or bonds shall be in such an amount in relation to the 
money or other personal property involved or in relation to the 
assets of the Federal credit union as the Director may from time to 
time prescribe by regulation for the purpose of requiring reasonable 
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coverage. In lieu of individual bonds the Director may approve the 
use of a form of schedule or blanket bond which covers all of the 
officers and employees of a Federal credit union whose duties include 
the receipt, payment, or custody of money or other personal property 
for or on behalf of the Federal credit union. The Director may also 
approve the use of a form of excess coverage bond whereby a Federal 
credit union may obtain an amount of coverage in excess of the basic 
surety coverage. 


FISCAL AGENTS AND DEPOSITORIES 


[Sec. 17.] Sec. 22. Each Federal credit union organized under this 
Act, when requested by the Secretary of the Treasury, shall act as 
fiscal agent of the United States and shall perform such services as the 
Secretary of the Treasury may require in connection with the collec- 
tion of taxes and other obligations due the United States and the 
lending, borrowing, and repayment of money by the United States, 
including the issue, sale, [redemption or] redemption, or repurchase 
of bonds, notes, Treasury certificates of indebtedness, or other obliga- 
tions of the United States; and to facilitate such purposes the Director 
shall furnish to the Secretary of the Treasury from time to time the 
names and addresses of all Federal credit unions with such other avail- 
able information concerning them as may be requested by the Secre- 
tary of the Treasury. Any Federal credit union organized under 
this Act, when designated for that purpose by the Secretary of the 
Treasury shall be a depository of public money, except receipts from 
customs, under such regulations as may be prescribed by the Secre- 
tary of the Treasury. 

TAXATION 


[Sxc. 18.] Szc. 23. The Federal credit unions organized hereunder, 
their property, their franchises, capital, reserves, surpluses, and other 
funds, and their income shall be exempt from all taxation now or here- 
after imposed by the United States or by any State, Territorial, or 
local taxing authority; except that any real property and any tangible 
personal property of such Federal] credit unions shall be subject to 
Federal, State, Territorial, and local taxation to the same extent as 
other similar property is taxed. Nothing herein contained shall pre- 
vent holdings in any Federal credit union organized hereunder from 
being included in the valuation of the personal property of the owners 
or holders thereof in assessing taxes imposed by authority of the State 
or political subdivision thereof in which the Federal credit union is 
located[[: Provided, however, That]; but the duty or burden of collecting 
or enforcing the payment of such a tax shall not be imposed upon any 
such Federal credit union and the tax shall not exceed the rate of taxes 
imposed upon holdings in domestic credit unions. 

[Src. 19. Not to exceed $50,000 of the fund available to the 
Director under section 4 of the Act of March 3, 1932, for expenses of 
administration in connection with loans made thereunder to aid in 
the establishment of agricultural credit corporations, is hereby made 
available also for administrative expenses in administering this Act.] 
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PARTIAL INVALIDITY; RIGHT TO AMEND 


[Ssc. 20.] Sec. 24. (a) If any provision of this Act, or the applica- 
tion thereof to any person or circumstance, is held invalid, the re- 
mainder of the Act, and the application of such [provisions] provision 
to other persons or circumstances, shall not be affected thereby. 


(b) The right to alter, amend, or repeal this Act or any part thereof, 
or any charter issued pursuant to the provisions of this Act, is ex- 
pressly reserved. 


SPACE IN FEDERAL BUILDINGS 


Src, 21.] Sec. 25. Upon application by any credit union organized 
under State law or by any Federal credit union organized in accordance 
with the terms of this Act, at least 95 per centum of the membership 
of which is composed [exclusively] of persons who either are presently 
Federal employees or were Federal employees at the time of admission 
into the credit union, and members of their families, which application 
shall be addressed to the officer or agency of the United States charged 
with the allotment of space in the Federal buildings in the community 
or district in which [said] such credit union for ederal credit union J 
does business, such officer or agency may in his or its discretion allot 
space to such credit union if space is available without charge for rent 
or services. 


CONVERSION FROM FEDERAL TO STATE CREDIT UNION AND FROM STATE 
TO FEDERAL CREDIT UNION 


Sec. 26. (a) A Federal credit union may be converted into a State 
credit union under the laws of any State, the District of Columbia, the 
several Territories and possessions of the United States, the Panama 
Canal Zone, or the Commonwealth of Puerto Rico, by complying with 
the following requirements: 

(1) The proposition for such conversion shall first be approved, and a 
date set for a vote thereon by the members (either at a meeting to be held 
on such date or by written ballot to be filed on or before such date), by a 
majority of the directors of the Federal credit union. Written notice of 
the proposition and of the date set for the vote shall then be delivered in 
person to each member, or mailed to each member at the address for such 
member appearing on the records of the credit union, not more than 
thirty nor less than seven days prior to such date. Approval of the 
proposition for conversion shall be by the affirmative vote of a majority 
of the members, in person or in writing. 

(2) A statement of the results of the vote, verified by the affidarits of 
the president or vice president and the secretary, shall be filed with the 
Bureau within ten days after the vote is taken. 

(3) Promptly after the vote is taken and in no event later than ninety 
days thereafter, if the proposition _ conversion was approved by such 
vote, the credit union shall take such action as may be necessary under the 
applicable State law to make it a State credit union, and within ten days 
yis08 receipt of the State credit union charter there shall be filed with the 

ureau a copy of the charter thus issued. Upon such filing the credit 
union shall cease to be a Federal credit union. 
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(4) Upon ceasing to be a Federal credit union, such credit union shall 
no longer be subject to any of the provisions of this Act. The successor 
State credit union shall be vested with all of the assets and shall continue 
responsible for all of the obligations of the Federal credit union to the 
same extent as though the conversion had not taken place. 

(b) (1) A State credit union, organized under the laws of any State, 
the District of Columbia, the several Territories and possessions of the 
United States, the Panama Canal Zone, or the Commonwealth of Puerto 
Rico, may be converted into a Federal credit union by (A) complying 
with all State requirements requisite to enabling it to convert to a Federal 
credit union or to cease being a State credit union, (B) filing with the 
Bureau proof of such compliance, satisfactory to the Director, and (C) 
filing with the Bureau an organization certificate as required by this Act. 

(2) When the Director has been satisfied that all of such requirements, 
and all other requirements of this Act, have been complied with, the 
Director shall approve the organization certificate. Upon such approval, 
the State credit union shall become a Federal credit union as of the date 
ut ceases to be a State credit union. The Federal credit union shall be 
vested with all of the assets and shall continue responsible for all of the 
obligations of the State credit union to the same extent as though the con- 
version had not taken place. 


TERRITORIAL APPLICABILITY OF ACT 


[Sec. 22] Szc. 27. [The provisions of this Act shall be extended to 
and in clude the Panama Canal Zone, and the Virgin Islands.] The 
provisions of this Act shall apply to the several States, the District of 
Columbia, the several Territories and possessions of the United States, 
the Panama Canal Zone, and the Commonwealth of Puerto Rico. 


SECTION 2113 OF TITLE 18 OF THE UNITED STATES CODE 


§ 2113. Bank robbery and incidental crimes. 


(a) Whoever, by force and violence, or by intimidation, takes, or 
attempts to take, from the person or prescence of another any property 
or money or any other thing of value belonging to, or in the care, 
custody, control, management, or possession of, any bank, or any 
savings and loan association; or 

Whoever enters or attempts to enter any bank, or any savings and 
loan association, or any building used in whole or in part as a bank, 
or as a savings and loan association, with intent to commit in such 
bank, or in such savings and loan association, or building, or part 
thereof, so used, any felony affecting such bank or such savings and 
loan association and in violation of any statute of the United States, 
or any larceny— 

Shall be fined not more than $5,000 or imprisoned not more than 
twenty years, or both. 

(b) Whoever takes and carries away, with intent to steal or purloin, 
any property or money or any other thing of value exceeding $100 
helaauion to, or in the care, custody, control, management, or posses- 


sion of any bank, or any savings and loan association, shall be fined 
not more than $5,000 or imprisoned not more than ten years, or both; 
or 
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Whoever takes and carries away, with intent to steal or purloin, 
any property or money or any other thing of value not exceeding $100 
belonging to, or in the care, custody, control, management, or posses- 
sion of any bank, or any savings and loan association, shall be fined 
not more than $1,000 or imprisoned not more than one year, or both. 

(c) Whoever receives, possesses, conceals, stores, barters, sells, or 
disposes of, any property or money or other thing of value knowing 
the same to have been taken from a bank, or a savings and loan asso- 
ciation, in violation of subsection (b) of this section shall be subject 
to the punishment provided by said subsection (b) for the taker. 

(d) Whoever, in committing, or in attempting to commit, any 
offense defined in subsections (a) and (b) of this section, assaults any 
person, or puts in jeopardy the life of any person by the use of a dan- 
gerous weapon or device, shall be fined not more than $10,000 or 
imprisoned not more than tw enty-five years, or both. 

(e) Whoever, in committing any offense defined in this section, or 
in avoiding or attempting to avoid apprehension for the commission of 
such offense, or in freeing himself or attempting to free himself from 
arrest or confinement for such offense, kills any person, or forces any 
person to accompany him without the consent of such person, shall be 
imprisoned not less than ten years, or punished by death if the verdict 
of the jury shall so direct. 

(f) As used in this section the term “bank” means any member 
bank of the Federal Reserve System and any bank, banking associa- 
tion, trust company, savings bank, or other banking institution 
organized or operating under the laws of the United States, and any 
bank the deposits of which are insured by the Federal Deposit Insur- 
ance Corporation. 

(g) As used in this section the term “‘savings and loan association” 
means any Federal savings and loan association and any “insured 
institution’ as defined in section 401 of the National Housing Act, 
as amended, and any ‘‘Federal credit union’’ as defined in section 2 of 
the Federal Credit Union Act. 





